Robert Ferber 
Melvin Anshen 

David Carson 
James D. Shaffer 


Edwin H. Lewis, Editor 


David Revzan, Editor 
William F. Brown, Editor 
Richard M. Clewett, Editor 
Hugh G. Wales, Editor 


VOL. XIX 


3 


JANUARY 1955 


THE JOURNAL OF 


On the Reliability of Purchase Influence Studies 
Fundamental and Applied Research in Marketing 
Biases in a Retail Service-Shopping Program 

The Reporting Period for a Consumer Purchase 


Panel 


The Forum 
Use of Principles of Management 


Lawrence C. Lockley 
Randomizing Error in Multiple Choice 
A. J. Kinard 


Questions 


An Aid for Problem-Solving in Business 


Situations onald 
Retail Market News Ray Y. 


F. Mulvihill 
Gildea, Jr. 


Marketing Coverage of the Journal of Farm 
Economics Carl J. Arnold 


College Training in Applied Sellin 
Neil F. Shifter 


Advertising Dairy Products in Rural Grocery 
Stores Dorothy Duekens 
Business Attitudes Toward the Economic 
System and Government Regulation 
Robert B. Wentworth 


Research in Marketing 

Legislative and Judicial Developments 
Book Reviews 

A.M.A. Notes 


Published Quarterly by The i 
Albert W. Frey, Editor-in-Chief 
Lincoln Clark, Managing Editor 


Marketing Association 


CURREND 
JAN 20 1055 


U.S. MEPARTMENT TF AS Rit 


, ) 4 
JAVVU 
ty 


Completely Revised and Up-to-Date New Edition of 


SALESMANSHIP: Principles and Methods 


By CARLTON A. PEDERSON, Stanford University and 
MILBURN D. WRIGHT, San Jose State College 


This popular and widely used text, adopted by more than 140 colleges and universities in 
its first edition, has now been thoroughly rewritten to include the latest and most effective 
proven sales techniques and methods. 


While the over-all point of view of the service type of selling in which the welfare of the 
buyer is paramount has been retained, greater emphasis has been placed on practical, how- 
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Four new chapters, new illustrative material eats: tighter organization, introduction 
of the latest facts, figures, and data, and thorough revision and strengthening of every 
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Test Questions. 
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Just a suggestion... 


BUT WHAT A RESPONSE! 


A brand new editorial service was tried out in our October 1 and 
15 issues—perforation of the pages. Several quiet announcements in 
the issues informed readers the experiment would become permanent 
if enough of them liked the idea. 


That was all . . . no typographic shouts . . . just a suggestion 
soft-pedaled in 8-point type. 


Came the deluge! Hundreds and hundreds and hundreds of letters, 
post cards, memos, comments dashed off on pages torn from the issues, 
even phone calls. And they’re still rolling in. 


Public relations experts will tell you that for every reader who 
writes to an editor there are scores who get just as hot about an idea 
but for one reason or another never get around to writing. 


Executives of other publishing organizations have confessed they 
have never seen anything like this in their long experience. Most 
editors would willingly accept a much smaller reaction as evidence 
of terrific reader interest. Our “bouquets” are coming in like box- 
tops . . . though readers were stimulated by no offer, expected 
nothing in return. 


We've been on the receiving end of large-scale write-ins many times 
in the past, but this tops them all—a unique demonstration of the 
finest possible type of reader appreciation . . . subscribers cheering 
spontaneously and en masse for a device that makes it easier, quicker, 
safer for them to capture the ideas in each issue for permanent use. 


No publication could ask for greater evidence of reader interest. 
No publication could be more grateful to its readers. 


SALES MANAGEMENT 


386 Fourth Avenue, New York 16, New York 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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SALES ADMINISTRATION PRINCIPLES AND PROBLEMS, 
Third Edition 
By BERTRAND R. CANFIELD, Chairman, Division of Distribution, Babson Institute 


The new edition of the most successful text on sales management emphasizes the prin- 
ciples of good sales administration with thorough coverage and modern treatment. 
Features in this new edition include: 


(1) New material on sales control records and systems, unionization of salesmen, and 
legal aspects of sales management. 


(2) New emphasis on sales operation and control, sales planning and policy. 
(3) More new material on pricing service, consignment, brand and other sales policies. 


(4) Material dealing with operation and control of sales now precedes discussion of 
the more general administrative problems of sales planning and policy. 


662 pages + 6”X9” + Published June 1954 


SUCCESSFUL SALESMANSHIP, Third Edition 
By PAUL W. IVEY, Revised by Walter Horvath 


This up-to-date revision of the most successful salesmanship text continues to emphasize 
the practical application of tested basic selling principles. In the revision, chapter se- 
quence has been rearranged to put earlier emphasis on actual field experience and to inte- 
grate chapters around more consistent and teachable progression of ideas. Much new 
material has been added to the treatment of buying motives, closing, and personality to 
bring them up to date with current thinking. 


456 pages 554” X 83%" + Published 1953 


ELEMENTS OF MARKETING, Fifth Edition 


By PAUL D. CONVERSE, HARVEY W. HUEGY and ROBERT V. MITCHELL, all of Uni- 
versity of Illinois 


The 5th Edition of this classic marketing text is completely up-to-date . . . even more 
down-to-earth and useful than the previous editions. Seven entirely new chapters are 


= . . - 17 chapters are rewritten from start to finish . . . the rest are carefully 
rev. 
968 pages + 6” 9” Published 1952 


CASE PROBLEMS IN CREATIVE SALESMANSHIP 
By KENNETH B. HAAS, Prof. and Chairman, Dept. of Marketing, Loyola U. 


Emphasizes WHAT to do, HOW to do it, WHEN to do it, WHERE to do it, WHOM 
to sell and WHY certain methods are best. 


— case problems are from actual sales situations. All are successfully classroom 
tested. 


ey declaratory material is presented to make the cases more meaningful to the 
student. 
320 pages + 554” X 832” + Published 1953 
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It’s plain, already, that 1955 will see a 
bumper crop of new products, new pack- 
ages, agile advertising strategies, penetrat- 
ing merchandising plans. There'll be no 
room for second best, in this year’s race 
for marketing information! 

Fast information—and only that kind— 
will help you clear the hurdles. Fast in- 
formation is the only kind Selling Re- 
search offers—on as flexible a scale as you 


require. 
7,050 key stores in 167 key markets— 
through the nation’s largest and fastest 
tailor made store audit service 


You name the cities—any city. Selling Re- 
search maintains store audit panels in 167 
markets across the country, plus g more 
in Canada. In the United States alone, 
7,050 key stores! 

You specify the product lines to be 
checked. Within 7 days of receipt of your 


— 


~ Who will be 
the first to know? 


order, field work begins. Up to 400 Selling 
Research auditors simultaneously procure 
your data. Traveling supervisors check it, 
on the spot. Regional supervisors double- 
check it, through continuous verification 
of audit calls and procedures. 

Within 10 days of completion of field 
work, the validated report is in your 
hands. 


Write today for timely facts 


Top rank research directors see daily 
proof of the advantages of Selling Re- 
search tailor made store audit service. 
Economically and quickly, it supplies es- 
sential data on consumer sales. In a single 
market—or whole battery of cities. In a 
single test—or on a continuing basis. 

Just ask yourself now: for the competi- 
tive battle ahead, can you rely on any- 
thing but the very FASTEST marketing 
information? 


| Your fastest reports DRUG SOFT GOODS _VARIETY 
—* GROCERY JEWELRY DEPARTMENT 
APPLIANCE HARDWARE STATIONERY 
come from Selling Research LIQUOR AUTOMOTIVE CONFECTIONERY 


96 Liberty Street, New York 6, N.Y. Selling Research , Inc. i | 
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MARKETING OF AGRICULTURAL PRODUCTS 


MAX E. BRUNK and L. B. DARRAH—both New York State 
College of Agriculture, Cornell University 


JUST PUBLISHED. Designed for use in college courses in agricultural marketing, 
this book builds a practical knowledge of the mechanics of marketing farm products 
on a clear understanding of the economics of production and consumption. Through- 
out, simplicity is the keynote. In the presentation of the theoretical framework stress 
is laid on practical rather than purely theoretical problems, and numerous concrete 
examples are given. Yet, while the treatment is simple, it is detailed enough to 
enable the reader to achieve a real grasp of the workings of the marketing system— 
to understand the “why” as well as the “how.” 70 ills., 60 tables, 419 pp. 


Among the subjects covered: Factors Affecting the Consumption of Farm Products 
—Factors Affecting the Supply of Farm Products—Adjustment of Consumption and 
Supply—Marketing Agencies, Channels, and Costs. 


CASES AND PROBLEMS IN MARKETING RESEARCH 


DONALD F. BLANKERTZ, University of Pennsylvania; ROBERT FERBER 
and HUGH G. WALES—oth University of Illinois 


THIS NEW SELECTION of case materials is organized for use with a basic text- 
book in the introductory course in marketing research. Over fifty cases of varying 
length and difficulty develop the student’s practical understanding of actual situa- 
tions and problems encountered in marketing research and give him working com- 
mand of research techniques and methodology. 


Bibliographies at the end of each section give detailed references to relevant passages 
in all the marketing research textbook; now in print, as well as to other up-to-date 
publications. 344 pp. 


PRINCIPLES OF MARKETING—5th Edition 


HAROLD H. MAYNARD and THEODORE N. BECKMAN—4“oth of Ohio State 
University. Revised by THEODORE N. BECKMAN wth WILLIAM R. DAVIDSON. 


THIS HIGHLY SUCCESSFUL fifth edition of a standard textbook provides the 
student with a firm understanding of the principles of marketing, and presents a 
clear-cut picture of the day-to-day operations of our marketing system. 


Following a predominantly functional approach, the book critically analyzes the 
marketing task, the many marketing operations that must be performed in the dis- 
tribution of goods, and the numerous and varied institutions performing them. It 
examines the major marketing policies underlying the activities of these institutions, 
and enables the student to understand the many controversial questions arising out of 
the performance of marketing functions in a world of comparative economic systems. 

7 ills., 27 tables, 794 pp. 


THE RONALD PRESS COMPANY: 
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HOW TO BUILD PROFIT VALUE 
IN YOUR SALES DOLLARS 


JOHN D. CORRIGAN, Managing Director, The Executives Institute 


READY JANUARY 24—a creative approach to selling. Written by a business ana- 
lyst who has surveyed the operations of scores of firms, this valuable book blueprints 
a course of action for busy and practical-minded men who are responsible for selling, 
advertising, and promotion. The fundamental relationship between product, price, 
and selling policy, is carefully outlined; the “profit-power” formula used in analyz- 
ing pricing methods and policies is discussed in detail, and the various management 
techniques the author himself has developed give concrete illustration to the text. 

Approx. 17 ills., 250 pp. 


ADVERTISING LAYOUT 


H WILLIAM LONGYEAR, Pratt Institute 


COVERS THE WHOLE FIELD of advertising layout—from basic principles of 
design to functions of an advertising agency art director. Outstanding examples from 
the work of topflight designers’ advertising layouts appear on almost every page. 
Layouts are shown in every stage of development—from the rough preliminary 
sketch to the final advertisement in full color. Specimens reproduced include tech- 
niques for newspaper, magazine, direct mail, poster, and television advertising. 


This distinctive volume fulfills an equally important function as a guide for the be- 
ginner in advertising, a refresher for the experienced layout designer, and as a refer- 
; ence in agencies, art studios, advertising departments. 

100 ills., 115 marginal sketches. 


MARKETING RESEARCH PRACTICE 


: DONALD M. HOBART, The Curtis Publishing Company 

| EMBODIES THE RESULTS of almost forty yéars of continuous development of 
; professional marketing research by The Curtis Publishing Company, a pioneer in the 
field : 

eld. 

Gives a full understanding of the research operations and methods which Curtis 
2 has developed in seeking workable solutions for sales, distribution, marketing, and 


advertising problems. Included are important case studies exemplifying Curtis meth- 
ods for obtaining scientifically dependable facts about markets in widely varying 
fields. Major emphasis is on practical application of the theories on which market- 
ing research is based. An abundance of illustrations, charts, and tables enhance the 
presentation. 30 ills., 471 pp. 


15 EAST 26th STREET, NEW YORK 10 
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ONE-SOURCE SERVICE 


to Save You Time, Trouble and Money 
on MARKETING RESEARCH TABULATIONS 


Here is an experienced 
organization that can serve 
you on any or all phases 

of marketing research 
tabulations...in an 


emergency, or for your regular 
requirements. 


You may need coding and editing « 
Punching * Verification * Tabulating * Percentaging * 
Preparation of Tables « Typing * Long experience in 

handling these assignments has given Statistical a thorough 
understanding of your requirements which is a PLUS you get 
along with speed, accuracy and economy. 


Remember, when you call on Statistical for marketing research 
tabulations, you don’t have to bother with hiring and training of 
personnel, or worry about equipment standing idle, 


overtime, failure to meet deadlines, etc. 
Whether you are next door or 2000 miles away, you can count on 


prompt, careful attention to your needs. Just phone or 
write our nearest office for full details. | 


Oldest and largest independent 


S| C 
STATISTICAL TABULATING COMPANY 


Established 1933...Michael R. Notaro, President 


CHICAGO NEW YORK ST. LOUIS 
53 W. Jackson Blvd, 89 Broad St. 411 N. Tenth St. 
HArrison 7-4500 WHiteball 3-8383 CHestnut 1-5284 
NEWARK CLEVELAND EMPORARY OFFIC 
National-Newark Bldg. 1367 E. 6th St. >ERSONNI 
MArket 3-7636 SUperior 1-8101 
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MARKETING OF AGRICULTURAL PRODUCTS 


by Richard L. Kohls 


This book describes the way the marketing machinery for agricultural products 
operates in our contemporary economy. The author points out some of the prin- 
cipal problem areas and furnishes a framework for understanding these market- 
ing problems and analyzing potential solutions. Incorporating the findings of 
recent market research, the author treats the marketing of livestock, grain, poultry 
and dairy products, cotton and tobacco, and gives special attention to such im- 
portant institutions as cooperatives and futures exchanges. Ready in January. 


SALESMANSHIP 


by Richard L. Small 


A thoroughly sound, basic course in all aspects of selling. In down-to-earth terms, 
the book gives the essential steps in any sale, the particular techniques that have 
proved successful in each of these steps, and specific methods of developing skill 
in these techniques. The author also shows how the many activities of merchan- 
dising, sales promotion, and advertising can best be coordinated with the work 
of the individual salesman to get results in the total sales effort. 1953. 554 pages. 
$5.75. (College Text Edition, $4.35.) 


AN OUTLINE OF ADVERTISING third edition 


by George B. Hotchkiss 


This book gives a clear idea of what kinds of work are included in advertising 
and explains how that work is done. Its information on the professional require- 
ments and techniques of advertising is complete and recent. There is full material 
on advertising testing, valuable material on methods of printing and reproduction, 
and chapters on names, trade-marks and packages. In the third edition, several 
of the chapters have been completely rewritten and more than fifty new illustra- 
tions have been added. 1950. 605 pages. $6.00. 


60 FIFTH AVENUE, NEW YORK 11, N.Y. 
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Experience— 


With the oldest independent tabulating service in New York you get 
“know-how” that tackles your problems confidently and constructively. 


Versatility— 


Your work, big or little, simple or complex, fits into our flexible 
organization smoothly, efficiently. 


Dependability— 


You will find our technicians “craftsmen” in the way your work is 
prepared, processed and presented to you. 


Why 
Barnard 


STATISTICAL AND TABULATING SERVICE 


Acceptance— 


The Barnard Signature on your work insures acceptance among the 
most particular and exacting people. 


Square Dealins— 


You will find our policies fair and square. 
Your estimates are clear-cut, explicit. 
You will get a full value in price and time. 


Economy— 


All these qualities add up to economy. You are spared unnecessary 
concern and involvement in details, and have the full insurance of a 
competent job. 


Barnard, Inc. 


COMPLETE STATISTICAL AND TABULATING SERVICE 


432 Fourth Avenue 
New York 16, N. Y. 
MUrray Hill 9-6250 
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ON THE RELIABILITY OF PURCHASE 
INFLUENCE STUDIES’ 


ROBERT FERBER 
University of Illinois 


NE of the more perplexing problems 
facing those engaged in selling and 
advertising consumer goods is which 
member of the family exerts the main in- 
fluence upon the purchase of a particular 
good. From the sales and advertising 
standpoint, this is a problem of para- 
mount importance. It is therefore not 
surprising that a number of studies have 
been made seeking to answer this prob- 
lem.? Unfortunately, the validity of these 
studies is as yet largely an unanswered 
question. The method by which these 
studies have been carried out—by solicit- 
ing the opinion of one family member 
regarding the purchasing influence pos- 
sessed by himself and by other members 
of the family—and the scarcity of any rig- 
orous tests of the validity of this method*® 


*The writer would like to thank Jean Robbins 
and Phyllis Barnard for their capable statistical as- 
sistance on this study. 

*Such as “The Influence of Women on Buying,” 
Hearst Magazines, 1948; H. W. Hepner, “Relative 
Influence of Men and Women in the Purchase of 12 
Commodities,” Re. 300k Magazine, 1933; “Male vs. 
Female Influence in Buying and Brand Selection,” 
Fawcett Publications 1948, 1950; P. D. Converse and 
Merle Crawford, “Family Buying: Who Does It? 
Who Influences It?” Current Economic Comment, 
Vol. 11 (1949), pp. 38-50; “Who Decides What to 
Buy—and What Kind,” The Wage Earner Forum, 
Macfadden Publications, Vol. 4, No. 2, April 21, 
1947. 

*The Fawcett Publications study did make one 
such noteworthy test by attempting to secure an- 
swers from both husband and wife in some families, 
from only the husband in other families, and from 
only the wife in still other families, and comparing 
the results. However, since this study was conducted 


provides sufficient basis for receiving such 
studies with skepticism. 

The present study was designed in part 
to test the reliability of one type of pur- 
chasing influence information, namely 
that obtained by asking a family member 
to rate the relative influences of each 
member over the purchase of specific 
goods. Although the main objective of 
this study is methodological rather than 
substantive, a certain amount of data of 
the latter type were necessarily compiled 
in the course of the operation. On the 
basis of these data, an attempt is made in 
a later section of this article to arrive at 
some new estimates of the relative in- 
fluence various family members exert on 
the purchase of specific items. 


How the Study Was Conducted 


During the second half of 1951 and 
the first half of 1952 the adult members 
of a randomly-selected sample of families 
in Champaign-Urbana, Illinois, were in- 
terviewed both separately and simultane- 
ously. This was accomplished by contact- 
ing the family in advance and making an 
appointment for the interview when all 
adult members would be available. The 
interview was conducted by giving each 
member present a pencil and a copy of 
the questionnaire and asking him (or 


largely by mail and different families were involved 
in each subsample, the reliability of the basic data 
for the purpose of such a test is doubtful. 
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her) to write in his answers to the various 
questions as the interviewer read them. 
The interviewer not only read and ex- 
plained the questions but also made sure 
that there was no “cheating.” If family 
members happened to see the others’ re- 
plies before writing their own, or dis- 
cussed their answers to the question 
aloud, the interview was discarded. 

The questions related to such subjects 
as type and characteristics of durable 
goods purchases by the family during the 
past six months, durable goods purchase 
plans for the next six months, present 
family economic status, economic and po- 
litical expectations, and family charac- 
teristics—size, ages, income, and presence 
or absence of a family budget. In addi- 
tion, there was a central question per- 
taining to opinions regarding the influ- 
ence of the different family members 
upon purchases, which was phrased as 
follows: 


It is commonly known that the wife 
usually acts as purchasing agent for the 
family although she may be acting after 
consulting with other members. For 
example, the wife may buy all of the 
linen, though various towels and hand- 
kerchiefs may be bought to satisfy the 
preferences of the husband or of some 
of the children. Can you give us a 
rough idea of the relative influence, in 
percentage terms, that each member of 
your family has upon the purchase of 
each of the following items? Make sure 
that the total of each row is 100 per- 
cent.* 


“The term “influence” was defined, when a defini- 
tion was requested, as pertaining to “all things con- 
sidered—selection of product, of brand, of color, 
etc.” Alternatively, separate questions could have 
been asked on each factor, or a different type of 
question altogether. This was not done, however, be- 
cause the purpose of this study was not to determine 
with how much reliability such data could be ob- 
tained on sample surveys, but rather with how much 
reliability data were being obtained with questions 


Eight items were listed below this ques- 
tion—car, living-room furniture, table- 
model radio, phonograph records, refrig- 
erator, dentifrices, breakfast cereal, and 
linens. The consistency of the replies of 
the different family members to this ques- 
tion forms the basis for this study, as is 
explained in the next section. 

The degree of response obtained on 
this survey was not high. Many families 
either refused to cooperate or did not 
cooperate sufficiently to warrant inclu- 
sion of their questionnaires in the anal- 
ysis. Excluding families that were not eli- 
gible, a total of 556 families with two or 
more adults were approached. Completed 
interviews were obtained with 237 of 
these families, a response rate of 43 per- 
cent. As a result of this relatively low 
rate of response (including the fact that 
38 percent of the families approached 
refused to undergo such an interview’), 
the sample was found to contain dispro- 
portionately high numbers, relative to 
the population (based on 1950 Census 
Statistics), of two-member families and 
of families whose head was engaged in 
professional work. There is the further 
possibility, of course, that even in each 
socio-economic group the respondents’ 
replies, or consistency of replies, might 


in general use, as is the case with the one given 
above. 

*The consistency of the family members’ replies 
to the other questions is treated in a different paper 
entitled, “On the Reliability of Responses Secured 
in Sample Surveys.” 

* Actually, most of these refusals occurred in the 
initial stages of the survey when a more direct ap- 
proach was attempted and failed. It might also be 
noted that these nonresponse rates are not compa- 
rable with the 10 or 15, percent refusal rates encoun- 
tered on most personal interview surveys because 
in this case at least two members of a family had to 
consent to being interviewed before one “response” 
could be secured. On the basis of some rough esti- 
mates, the “expected” response rate on a survey of 
this type, if 15 percent nonresponse is considered 
“normal,” would be about 70 percent. This is still, 
of course, considerably above what was actually ob- 
tained. 
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differ from those that would have been 
obtained had the nonrespondents sub- 
mitted to the interview. In view of the 
fundamental nature of this question, 
however, the existence of such discrepan- 
cies would not seem too probable, and it 
is more likely that the results presented 
below possess a considerable degree of 
generality.’ 


Correspondence Between the Ratings 


A basic measure of the reliability of the 
answers obtained to the questions on pur- 
chasing influence is the extent of agree- 
ment on the influence rating given to one 
family member by all the family mem- 
bers, including the one concerned. For if, 
say, husbands and wives are found to dif- 
fer substantially in the purchasing in- 
fluence each ascribes to the husband, or 
to the wife, the reliability of information 
obtained on this question from any one 
of them would clearly be of a doubtful 
nature. In an individual case, this asser- 
tion might be refuted, on the ground that 
one family member might be far more 
qualified to answer such a question than 
the other—and that the other’s answers 
possess little meaning—the classic exam- 
ple being, perhaps, the absent-minded 
professor whose wife does all the buying 
for him as well as for the family. In an 
aggregate sense, however, such an argu- 
ment can hardly be valid, and if there is 
little correspondence between ratings 
given to the same person by the different 
family members, data obtained in this 
manner can hardly possess much mean- 
ing. 

Correspondence is not the only possi- 
ble measure of reliability, and findings 
pertaining to this aspect are not generally 
conclusive, except when the results hap- 


"In fact, on a subject such as this, it seems likely 
that generalizations of the reliability of the responses 
to the nonrespondents would lead to unduly high 
indications of reliability than to the reverse. 


pen to be strongly negative. It is for this 
reason, as will be seen shortly, that the 
findings of the present study appear to 
be more conclusive with respect to the 
reliability of such studies in general than 
would otherwise be the case. 

The extent of agreement among the 
various family members on the relative 
influence of the wife or the female mem- 
ber of the family upon the purchase of 
various items is shown in Table I. Fami- 
lies in which two members answered the 
questionnaire—the predominant number 
—are treated separately from families in 
which three members answered the ques- 
tionnaire.’ In the former case, the figures 
in the table are the coefficients of deter- 
mination between the influence rating 
given the wife or female member of the 
household® by herself and by the other 
member. Coefficients of determination 
are employed instead of the more usual 
coefficient of correlation, which is the 
square root of the former, because it is 
the coefficient of determination rather 
than its square root which indicates the 
proportion of the total variation in one 
variable associated with the other. It 
should be noted that the same values also 
hold for agreement on the husband's, or 
other member’s, influence since the total 
of the two ratings by any one member was 
close to 100 percent (except for records 
and cereal, and for these items nearly the 
same coefficients of determination were 
obtained). In the case of the three-answer 
families, coefficients of determination are 
given for the influence rating of the wife 
or female member of the household by 
each of the three possible pairs of mem- 
bers.?° 


® The number of families in which more than 
three members answered the questionnaire was in- 
sufficient for purposes of this analysis and was there- 
fore not used here. 

* All but five of the two-answer families consisted 
of one male and one female member. 

Here also much the same coefficients are ob- 
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TABLE I 
EXTENT OF AGREEMENT ON INFLUENCE OF WIFE OR PRINCIPAL FEMALE MEMBER OF FAMILY, BY ITEM 


Coefficient of determination between ratings 


Two-answer families 


Three-answer families 


Item Husband Husband and Wife and 
and wife other member other member 
Car 20 17 
Living-room furniture 21°¢ 10 02 —.09 
Radio 04 29 04 
Records 06 69** 16 
Refrigerator .03* 06 14 07 
Dentifrices 29 02 59*° 
Cereal ae .09 0 06 
Linens 0 —.02 0 —01 
Number of families 132-176 8-16 


@ Number varies by item. 


Note: One asterisk indicates statistical significance of the coefficient from zero at the .o5 probability level; 


two asterisks, at the .o1 probability level. 


As is evident from Table I, such agree- 
ment as existed between the family mem- 
bers regarding the relative influence of 
the wife on particular purchases was not 
high. In many cases, no indication of any 
association at all is present, judging by 
the statistical significance tests; and 
where association does exist, less than 
half of the variation in the husband’s rat- 
ing is associated with that of the wife. 
Agreement is higher in several instances 
among three-member families, but this 
may well be due to the much smaller 
sample sizes involved, which act to in- 
crease considerably the range of sampling 
variation. It is nevertheless interesting to 
note that higher associations in rating the 
influence of one family member seem 
to be obtained when that person’s own 
rating is omitted. The same phenomenon 
was observed for the husband’s influence 
as well as for the purchasing influence of 
the third family member. 

Is the extent of agreement on purchas- 
ing influence different when particular 
population groups are considered? To 
provide some answer to this question, 


tained for the influence ratings of the husband or 
principal male member and for the influence ratings 
of the other members, though the relationship is not 
so nearly an identity as in the case of the two-answer 
families. 


analyses similar to that described above 
were carried out on the two-answer fami- 
lies for three age-of-head-of-household 
classifications, three family-size classifica- 
tions, three family-income classifications, 
and on whether or not the family mem- 
bers agreed on keeping records of all 
purchases. On the basis of these analyses, 
the degree of association in the influence 
ratings was found to be higher for: 


a) families with heads 50 years of 
age and over than for families with 
younger heads, 

b) two-member families than for 
larger-size families, and 

c) families that agree on whether or 
not they keep records of all purchases 
than for families that disagreed on this 
question. 


Income differentials, on the other hand, 
produced no consistent differences in the 
degree of association between the ratings, 


nor did the recency of purchase of the 


particular good. 


Consistency of the Ratings 


Another, though more indirect, meas- 
ure of the reliability of the ratings which 
can be applied to these data is their con- 
sistency. By this we mean the extent to 
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which one particular family member is 
rated consistently more influential or less 
influential than another family member 
in the purchase of a particular good by 
all the sample families. To the extent that 
the ratings are consistent in this manner, 
they at least indicate the existence of cer- 
tain patterns of influence, albeit disagree- 
ments between the members of a particu- 
lar family over the influence any one of 
them may have. Thus, wives may con- 
sistently be rated as possessing less in- 
fluence on car purchases than husbands. 
Yet there may be little or no correspond- 
ence between the wife’s rating of her own 
influence and the husband’s rating of her 
influence as between different families. 
For example, the wife’s rating on the 
purchase of a car by her and by the hus- 
band in five different families may be, as 
follows: 


Husband’s rating Wife's rating 
of wife’s influence of her influence 


40% 20% 
5o 10 
30 15 
40 30 
50 30 


Here there is no relationship between 
the five different sets of ratings, for low 
influence ratings by the wife appear 
equally likely to be associated with high 


influence ratings by the husband. Yet, 
the ratings are consistent in the sense that 
the husband tends to ascribe greater 
weight to the wife’s influence in purchas- 
ing a car than does the wife herself. 
This is essentially the situation which 
was found to exist. As noted in the pre- 
ceding section, the influence ratings given 


to the same person by different family — 


members exhibited little relationship as 
between families. Yet, as is evident from 
Table II, the ratings do possess a certain 
consistency. The data in this table show, 
for husband-and-wife two-answer fami- 
lies, the average of the relative purchas- 
ing influences given by the wives to them- 
selves and the corresponding average in- 
fluence ratings given by the husbands to 
the wives for the same goods. On all eight 
items, the husband is seen to rate his wife, 
on the average, more important than she 
rates herself. Furthermore, in six of these 
eight instances, the differences are statis- 
tically significant at the .o5 probability 
level, as shown in the table. 

Moreover, the ratings of the wives 
given by the husbands tended to be sig- 
nificantly more concentrated about the 
mean value than were the wives’ ratings 
of themselves. In other words, the stand- 
ard deviations of the ratings were in all 
cases less for the husbands’ answers than 
for those of the wives, and for six of the 
eight items significantly so at the .o5 


Taste Il 
CONSISTENCY OF RATING OF PURCHASE INFLUENCE OF WIFE BY WIFE AND BY HUSBAND 
Significance of 
in 
Wife’s rating of Husband’s rating of ratings at .05 
Item her influence wife’s influence probability level 
Car 30.2% 32.1% No 
Living-room furniture 60.8 65.5 Yes 
Radio 40.9 46.4 Yes 
Records 40.9 46.5 Yes 
Refrigerator ; 53.9 606 . Yes 
Dentifrices 53.3 57.8 Yes 
Cereal en 50.4 Yes 
Linens : 88.3 88.7 No 
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probability level. Clearly, therefore, the 
distributions of the wives’ ratings as ob- 
tained from the wives differ from the cor- 
responding ones obtained from the hus- 
bands not only by location but also by 
shape. 

The same observations also hold for 
the influence ratings given to the hus- 
band, the ratings being approximately 
the complements of those given in Table 
II. In other words, on the average the wife 
tended to ascribe greater influence to her 
husband in purchasing a particular good 
than he did to himself, and his answer 
tended to be more scattered than hers." 
This may well be a universal trait, for the 
same phenomenon was also observed for 
the respondents in the three-answer fami- 
lies as well—a particular respondent gen- 
erally tended to rate himself (or herself) 
less important than did the others.’ 
Apart from what psychological value 
this finding might have, it brings to light 
a methodological problem involved in 
securing purchase influence estimates by 
direct questioning. This is the problem 
of determining which member of a fam- 
ily to interview to obtain such data, i.e., 
which member is likely to provide the 
most accurate information on this sub- 
ject.4 At the present state of our knowl- 
edge, this question is unanswerable; and 
under these circumstances the above find- 
ing indicates that lower influence ratings 
will tend to be obtained for the family 
1 Women, apparently, seem to agree on these mat- 
ters with each other much better than do men! 


“Further examination revealed, for what it may 
be worth, that this hitherto perhaps unsuspected 


tyr complex?!) was more prevalent among families 
with older heads than among families with younger 
heads and more so among higher-income families 
than among lower-income families. 

* Assuming that one particular family member 
tends to be more reliable than the others in this re- 
spect. Actually, there is no reason to believe that the 
same member does tend to possess this trait in all 
families—it may be purely an individual characteris- 
tic. 


trait of modesty (or could this really be a mar- : 


member interviewed than what would be 
obtained if some other family member 
were interviewed. Hence, if the proce- 
dure that is customary in such cases 
(where no reason exists for believing one 
member’s answer to be more accurate 
than another’s) were followed of assum- 
ing that the true influence rating of any 
family member is best represented by the 
average rating given that person by all 
the family members, biased influence 
ratings will be obtained irrespective of 
which particular family member is in- 
terviewed. 


Who Has What Influence? 


Having examined the reliability of the 
influence ratings, let us now turn to the 
basic problem which gave rise to all such 
studies and which may be put briefly as: 
Who has how much influence on what? 
In view of the fact that the foregoing ma- 
terial indicates such data to possess only 
limited reliability, it may seem rather 
anomalous even to attempt to arrive at an 
answer to this question with these data. 
Yet, to the extent that the data are re- 
liable, a certain amount of useful mate- 
rial can be obtained. At the same time, 
such an attempt is useful for illustrative 
purposes because it serves to bring out 
how the deficiencies of the data weaken 
the usefulness of the results for practical 
work. 

‘The usual procedure is to derive from 
the data estimates of the relative influ- 
ence possessed by men and by women in 
the purchase of particular items. In the 
present case we shall modify this objec- 
tive slightly to limit the estimates to the 
relative influence possessed by husbands 
and wives in two-answer families.1* Since 
there is no basis for believing one family 

* The main results obtained are not likely to be 
influenced noticeably by this change and at the 


same time tend to possess greater reliability in view 
of the nature of the data. 
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Taste III 
EsTIMATES OF RELATIVE INFLUENCE OF HUSBAND AND WIFE ON PURCHASE OF PARTICULAR GOODS 


Proportion 
of families 
in which 
Range within which “minority” 
Relative influence wife’s influence lies in member has 
of husband and wife two-thirds 95%, of half or more 
Item Husband Wife of families families of the influence 
(1) (2) (3) (4) (5) (6) 
Car 67.3%°* $1.2%%* 10-52 % 0-73 % 30.5% 
Living-room furniture $5.8°* 68.2°° 40-87 17-100 31.2 
Radio 52.5 43.7** 21-67 0-89 60.2 
Records 40.5** 43.7** 18-69 0-93 48.4 
Refrigerator 42.1** 35-79 14-100 516 
Dentifrices 39.5** 55.5°° 28-83 1-100 48.3 
Cereal $5.2°° 45.7* 13-78 0-100 $2.7 
Linens 10.7** 88.5** 65-100 43-100 6.6 


@ One asterisk indicates that husband’s (or wife’s) influence is significantly different from 50 percent at the 
.05 probability level; two asterisks, at the .01 probability level. 


member’s ratings to be more accurate 
than another’s, the relative influence of 
one member on the purchase of a particu- 
lar good may be estimated as the average 
of the influence ratings ascribed to him 
or her by both the husband and the wife. 
Doing so yields the influence ratings 
shown in columns 2 and g of Table III. 
To the extent that the sum of the two in- 
fluence ratings for any particular item 
does not add up to 100 percent, the influ- 
ence of other family members is indi- 
cated. Such influence, however, is obvi- 
ously small, except for records and cereal. 

To judge by columns 2 and 3g of this 
table, the husband exerts a clear-cut pre- 
ponderant influence upon the purchase 
of two items (cars and radios), the influ- 
ence is about equal for another (records), 
and the wife exerts the bulk of the influ- 
ence upon the purchase of the other five 
items. The existence of such “spheres of 
influence” is borne out by statistical tests 
of the significance of the difference of 
these various ratings from 50 percent.’® 
Hence, for advertising and selling pur- 

* The test was carried out by determining the 
significance of the difference between each of the 
ratings shown in Table III and 50 percent by means 


of the usual formula for the standard error of the 
mean. 


poses knowledge of these spheres of influ- 
ence, assuming the reliability of the basic 
data, can be of considerable value. 

At the same time, however, to plan 
promotional campaigns on the basis of 
the numerical estimates of the husband’s 
and wife’s relative influence, as given in 
columns 2 and 3 of Table III, would be 
most unwise. For as is shown in columns 
4 and 5 of this table, the range over which 
the husband’s or wife’s relative influence 
lies in individual families is so large as to 
leave considerable doubt regarding the 
representativeness of the averages as indi- 
cators of individual behavior. For exam- 
ple, Table III shows that on the average 
the wife has only 44 percent of the influ- 
ence upon the purchase of records. Yet a 
glance at columns 5 and 6 of this table 
shows that in about two-thirds of these 
families, the wife’s influence ranged any- 
where from 18 to 69 percent; and if one 
wanted an estimate of the interval within 
which nearly all—g5 percent—of such rat- 
ings occurred, ratings would be included 
ranging anywhere from zero to 93 per- 
cent. Much the same situation is seen to 
hold for the other items as well. 

Not only does the relative influence of 
the same member differ substantially 
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among different families, but in a great 
many cases the family member possessing 
half or more of the total influence upon 
the purchase of a particular item is not 
the one indicated by the averages. Thus, 
in the case of records the wife is seen to 
possess the most influence, on the aver- 
age. Actually, however, the husband pos- 
sessed half or more of the influence in 
nearly half of the families interviewed, as 
is shown by column 6 of Table III. Even 
in such a seemingly clear-cut case as cars, 
where the husband is seen to possess two- 
thirds of the total influence on the aver- 
age, the wife actually was reported to ex- 
ert half or more of the influence in three 
families out of every ten. An automobile 
sales campaign based solely on such aver- 
ages, and hence designed to appeal to 
husbands (or men), might be ignoring 
about 30 percent of the market. 

It should be noted that even when one 
family member’s influence turns out to 
be on the average significantly more than 
half, as borne out by statistical tests, one 
can not afford to ignore the other mem- 
ber in marketing campaigns. As illus- 
trated by Table III, it is not inconsistent 
for one member to possess the bulk of 
the purchasing influence on the average 
and yet for the other member to exert 
half or more of the influence almost half 
of the time.1® Only in such more or less 
obvious items as linens can a promotional 
campaign afford to concentrate almost 
exclusively on attracting the attention of 
one family member. 


%* The explanation of this phenomenon lies in the 
nature of the data and the statistics used. Thus, in 


the case of records, a large proportion (26 percent) ° 


of families reported a 50-50 division of influence. 
The number of families in which the husband was 
reported to have more influence was only slightly 
less than the number of families in which the wife 
was reported to have more influence, but the mar- 
gins of difference were much larger in the latter case 
than in the former. 


Concluding Comments 


If the results of the present study are 
at all indicative of the situation generally, 
the reliability of ratings of the relative in- 
fluence of different family members, or 
different sexes, on purchases obtained by 
direct questioning of one member of the 
family is highly limited. Not only do the 
ratings of the same family member by 
two or more members bear little relation- 
ship to one another, but the numerical 
values of the ratings and their distribu- 
tion differs according to whether the hus- 
band or the wife is the respondent. Fam- 
ily members generally tend to deprecate 
their own influence relative to the in- 
fluence ascribed to them by other family 
members, and, oddly enough, wives seem 
to be somewhat more uniform in their 
ratings than husbands. 

The ratings do indicate in a general 
way which family member, or sex, pos- 
sesses the bulk of the influence over the 
purchase of a particular item, but their 
usefulness for planning marketing cam- 
paigns is partly vitiated by the substantial 
variability in the ratings.1* Moreover the 
basic reliability of these ratings remains 
in doubt, for there is little evidence of 
the extent to which the responses agree 
with actual behavior. All in all, better 
results on this question ought to be ob- 
tained by other approaches, principally 
by means of indirect questioning and the 
case history approach. 

The alternate procedure of asking instead of 
percentage ratings which family member or sex ex- 
erted the main influence on the purchase of a par- 
ticular good will undoubtedly produce less vari- 
ability in the ratings. At the same time, however, 
such replies can hardly be very realistic, for they are 
forced to impute the purchasing influence either 
wholly to one member or at best equally to all the 
members. From an aggregative point of view, the 


reliability of such replies is at best an unanswered 
question. 
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FUNDAMENTAL AND APPLIED RESEARCH IN 
MARKETING 


MELVIN ANSHEN 
Carnegie Institute of Technology 


HE purpose of this paper is to explore 
Te prospects for research in market- 
ing. In conducting this exploration, it 
will be useful at the outset to appraise 
the current state of research in market- 
ing and to make some distinctions among 
kinds of research activities. Special con- 
sideration will be given to what appear 
to be significant differences between the 
nature and strategy of fundamental re- 
search and the nature and strategy of ap- 
plied research. The role and the future 
potentials of each category will be dis- 
cussed. Finally, an attempt will be made 
to indicate some opportunities for funda- 
mental research that appear to be of criti- 
cal importance to the professional devel- 
opment of marketing and to a continu- 
ally rising trend line of economic per- 
formance. 

The term “research in marketing” is 
used in this discussion as a deliberate 
choice. The more familiar phrase “mar- 
keting research” as a result of the way it 
has been used has come to imply con- 
centration of interest on market measure- 
ment problems, and this is clearly the 
area that has commanded the attention 
of most practitioners and students of 
marketing. But the scope of this paper is 
considerably broader, extending to all 
phases of marketing considered as the es- 
sential complement to production. 


*The semantic distinction is well illustrated in 
James H. Lorie and Harry V. Roberts, Basic 
Methods of Marketing Research (New York: Mc- 
Graw-Hill Book Company, Inc., 1951, pp. 9-10). Here 
marketing research activity is analyzed under four 
major categories: (1) research relating to product or 
service, (2) research relating to markets, (3) research 
relating to policy, and (4) research relating to sales 


THE CurRENT STATE OF RESEARCH 
IN MARKETING 


Marketing today is in a healthy state 
of turmoil. Hardly more than a genera- 
tion has passed since the economic func- 
tions and the management problems in- 
volved in distributing goods and services 
began to be investigated seriously by 
practitioners and students. In this brief 
period a number of exciting develop- 
ments have occurred. Product variety has 
multiplied many times over. Containers 
have been improved in their physical 
functions of holding and protecting, and 
notable advances have been made in ex- 
ploiting their sales promotion potential. 
The institutional structure in retailing 
has been dramatically modified. Sales 
promotion skills have responded to cul- 
tivation. The accumulation of marketing 
facts—related to consumers, institutions, 
sales, inventories, margins, expenses, etc. 
—has been actively and successfully ex- 
panded. Probably most important of all, 
the concept of continuing change has be- 
come part of the permanent intellectual 
equipment of those interested in market- 
ing. 

One important accompaniment of, and 


methods. But the bulk of the book concerns itself 
with techniques used and problems encountered in 
getting information about markets (consumers). 
Similarly, in Lyndon O. Brown, Marketing and Dis- 
tribution Research (New York: The Ronald Press 
Company, 1949), rather cursory single chapters are 
devoted to such topics as sales organization and 
operating research, wholesale and retail distribution 
analysis, distribution cost research, and price and 
market trend analysis; the bulk of the book concen- 
trates on techniques and problems in getting infor- 
mation on markets. 
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frequent stimulant to, the revolutionary 
developments of this generation of ex- 
perience has been a striking increase in 
research activity. In addition to its con- 
tribution to greater knowledge, under- 
standing, and control, this research ac- 
tivity has played its part, along with rec- 
ognition of the economic significance of 
marketing functions, in stimulating a 
drive to achieve “‘status” for marketing 
considered as a business operation and 
for marketing practitioners and students.? 
The underlying thesis is a familiar one. 
Research activity suggests a scientific ap- 
proach to problems. A scientific approach 
implies the existence of a science. At the 
same time, research is dignified. And dig- 
nity is the very essence of a profession. 
Perhaps marketing may be regarded as 
both science and profession. 

The economic significance issue pre- 
sents a comparable familiar sequence of 
propositions. Initially, production was 
regarded as the critical economic activity. 
Marketing the output of factories was a 
necessary, but relatively unimportant, ac- 
companiment. Depression directed atten- 
tion to price behavior and this led to ex- 
amination of cost structures. The high 
cost of distribution was identified for- 
mally by the Twentieth Century Fund 
study. Research into costs and functions 
was stimulated. The emerging current 


? Social psychologists have observed with fascina- 
tion the running debate on the issue: Is marketing 
a trade, an art, a science, or a profession? Within the 
past few years, the JOURNAL OF MARKETING has printed 
the following articles bearing on this question: P. D. 
Converse, “The Development of a Science of Market- 


Profession of Marketing,” Vol. XIII, No. 1; W. Al- 
derson and R. Cox, “Towards a Theory of Market- 
ing,” Vol. XIII, No. 2; Roland S. Vaile, “Toward a 
Theory of Marketing—A Comment,” Vol. XIII, No. 
4; Robert Bartels, “Can Marketing Be a Science?” 
Vol. XV, No: 3; Kenneth D. Hutchinson, “Market- 
ing as a Science: An Appraisal,” Vol. XVI, No. 3; 
John E. Jeuck, “Marketing Research—Milestone or 
Millstone?” Vol. XVII, No. 4. The subject has been 
pursued extensively in other publications, as well. 


ing,” Vol. X, No. 1; Lyndon O. Brown, “Toward a: 


thesis suggests that marketing makes pro- 
duction possible and directly influences 
the thrust toward rising living standards.® 

Both sets of propositions, challenging 
and stimulating as they are, point in the 
direction of the critical role of research. 
And since research activity in marketing 
is following a high and rising trend all 
would seem to be well. But “research” is 
a catch-all designation. There is good, 
bad, and indifferent research. And there 
are various kinds of research, ranging, to 
take only one significant dimension, from 
the intensely practical project, aimed at 
providing a specific answer to a specific 
marketing problem of a specific company, 
to the equally intensely “impractical” 
project, aimed at nothing that holds out 
any promise of operating application. In 
non-marketing areas this latter type of 
research is often called “Fundamental.” 
An example of the distinction in the field 
of production is offered by Gwilym A. 
Price, President, Westinghouse Electric 
Corporation: 


“I’m not sure that I can give you a for- 
mal definition of fundamental research 
as we use the term in our company, but 
we talk about fundamental research in 
the physical sciences, and we try to de- 
vote forty cents out of every dollar 
budgeted for research to that kind of 
thing. We think of it as the search for 
new knowledge that doesn’t have any- 
thing to do with our business. We iden- 
tify a second category as basic research, 
which we regard as the search for new 
knowledge in fields related to our busi- 
ness. We put fifty cents of our research 
dollar into that category. The last ten 
* See, for example, Paul Mazur, The Standards We 
Raise (New York: Harper & Brothers, 1953), in which 
the writer observes (p.ix) that “not purchasing power 
but purchases, and not production but consumption, 
are the ruling factors of our economy. . . . Only as 
a consuming nation can we remain a producing one. 


We are a nation that consumes its way to property, 
security, prosperity, and freedom.” 
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cents goes to support applied research. 
This is research of a practical nature 
focused on a single product, and we try 
to push this kind of research down to 
the plant level.’ 


At least the following categories of 
current research activity in marketing 
can be readily identified. 

1. Fact collection. A large part of all 
research activity can be included under 
this heading. The wide-ranging programs 
of the federal government (notably those 
of the Bureau of the Census, but also 
those of many other departments, bu- 
reaus, and agencies) are of outstanding 
significance. Many state and local govern- 
ment units make contributions. Foun- 
dations, trade associations, and profes- 
sional associations often engage in this 
kind of research. Educational institu- 
tions, through bureaus of business re- 
search or other organizational subdivi- 
sions, are fact collectors. Finally, many 
private concerns (in manufacturing or 
distribution, or in auxiliary functions 
such as advertising) collect facts related 
to or bearing on some aspects of market- 
ing. 

2. Fact analysis and interpretation. For 
obvious reasons this type of research is 
often closely allied to fact collection and 
is carried on by the same organizations or 
personnel as a complementary activity. 
The functions of collecting and analyz- 
ing or interpreting are frequently sep- 
arated, however, as is notably the case 
with the work of the Bureau of the Cen- 
sus in collecting facts which become the 
raw material for analysis and interpreta- 
tion by other organizations or individuals. 

3. Surveys of existing policies, prac- 
tices, and techniques. Case collection is 


‘Fundamental Research in Administration—Hori- 
zons and Problems, a round-table discussion spon- 
sored by the Graduate School of Industrial Adminis- 
tration, Carnegie Institute of Technology (Pitts- 
burgh: Carnegie Press, 1953), p. 26. 


the prime example of this category of re- 
search activity. Frequently, case collec- 
tion is organized around a single problem 
or practice area. When this is done, con- 
clusions can be drawn about the extent 
of adoption or use of policies or practices 
under review, possibly leading to conclu- 
sions with respect to “best” practices un- 
der identified conditions. A good exam- 
ple of this type of research activity is 
Harry R. Tosdal (assisted by Waller 
Carson, Jr.), Salesmen’s Compensation 
(Boston: Division of Research, Harvard 
Business School, 1953). 

4. Development of research techniques. 
In this category can be grouped mathe- 
matical and statistical innovations, appli- 
cations of established mathematical and 
statistical techniques to new problems, 
inter-disciplinary transfers of techniques 
(as in experiments with the application 
of sociological or psychological tech- 
niques to marketing problems), and re- 
lated activities. Recent advances in sam- 
pling techniques and the development of 
linear programing are examples of this 
category. 

5. Description of institutional struc- 
tures and structural change. Two distinct 
phases of this type of research activity can 
be identified. The first was related to the 
omnibus fact gathering that character- 
ized the early period of study of market- 
ing as a legitimate field of economic ac- 
tivity. It was a useful and popular re- 
search category in the nineteen twenties 
and extended into the thirties. The sec- 
ond phase, associated primarily with the 
observation of structural and institu- 
tional change, is currently gaining in im- 
portance, stimulated by the discovery and 
the exploitation of the dynamic element 
in commodity distribution. Interesting 
examples of on-going study in this area 
can be found in research associated with 
the development of suburban shopping 
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centers and the invention and adaptation 
of retail institutions to their new envi- 
ronment. 

6. Measurement of markets and mar- 
ket potentials. This field of research can 
profitably be distinguished from fact col- 
lection if one considers it as largely iden 
tified with the objective of building spe 
cific measurements of markets for specific 
products of specific firms. Narrowly in- 
terpreted, this is what many practitioners 
think of as “marketing research.” In 
more sophisticated current practice, the 
range of activities is being extended, from 
measurement of past or current market 
actions of customers, including ultimate 
consumers, to measurement of purchas- 
ing habits and their persistence, meas- 
urement of attitudes (toward brands, to- 
ward advertising campaigns, etc.), and 
measurement of purchase intentions (as 
in the work of the Survey Research Cen- 
ter at the University of Michigan). 

7. Development and application of ad- 
ministrative tools and techniques. Of in- 
creasing importance in the past two dec- 
ades, this research category is closely 
related to (a) the documentation of the 
high cost of distribution; and (b) legis- 
lative, administrative, and judicial devel- 
opments in such areas as discriminatory 
pricing, market control, and monopoliz- 
ing. The Robinson-Patman Act, Fair 
Trade acts, and Unfair Practice acts have 
been a significant influence here. So, too, 
have been the administrative activity of 
the Federal Trade Commission and re- 
cent trends in judicial interpretation of 
legislative intent. 


8. Analysis of management functions ° 


and policies. This category of research 
grows out of several other categories 
noted above, but pushes considerably be- 
yond them. Precise definition is difficult, 
but a few examples in terms of probiems 
susceptible to a research approach may 
serve to illustrate its character. What is 


the nature of the response in sales to ex- 
penditures for advertising: in the indi- 
vidual firm, in a single industry, in the 
economy as a whole? What is the elastic- 
ity of demand for the product of a firm 
or an industry? What is the role of inno- 
vation (product or service) in economic 
performance? Many of these problems, as 
the examples suggest, interlace economic 
and accounting analysis. Joel Dean’s im- 
portant volume, Managerial Economics 
(Prentice-Hall, Inc., New York, 1951), is 
a landmark in this area. 

The listed categories are not offered 
as a comprehensive statement, and many 
of the categories might be subdivided 
with profit to the analyst. But they en- 
compass a sufficient range of current re- 
search activity in marketing to serve the 
purpose of this inquiry.® 


THE STRATEGY AND TACTICS 
OF RESEARCH 


Up to this point we have been con- 
cerned with identifying types of research 
activity substantially in terms of subject 
matter. Another approach to the identifi- 
cation problem may be constructed on 
the basis of research objectives and meth- 
ods. This approach looks to the strategy 
and tactics of research activity. It con- 
siders, not what is being investigated, but 
what is the goal of the investigation and 
what comprehensive plan is being fol 
lowed in attaining this goal. The value 
of this alternative approach is its poten- 
tial contribution to an understanding of 
the kind or area of research activity in 
which marketing has been rich and the 
kind or area to which, because of relative 
neglect, it may be important to assign re- 
sources and direct attention in the future. 


‘While the writer is not sufficiently concerned 
about the point to press the issue, it may be of inter- 
est to observe that all the articles and communica- 
tions appearing in the JOURNAL OF MARKETING for the 
past ten years can be organized, without strain, 
under the cited categories. 
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We have already observed that market- 
ing has been a field of serious study, in- 
volving the application of scientific meth- 
odology, for little more than twenty-five 
or thirty years. It has lagged behind pro- 
duction, finance, and accounting in this 
respect. It is entirely natural and under- 
standable, therefore, that research activ- 
ity has been dominated by short-term ob- 
jectives and fact-collecting methods. 
Nothing that is said in the latter part of 
this paper should be read as critical of 
past research performance or as repre- 
senting an invidious view of practice as 
against theory, of fact collection as 
against analysis, or of seeking short-term 
and specific objectives against long-term 
and generalized goals. Nor should the 
conclusion be assumed that all important 
short-term objectives have been realized 
and the collection of information sub- 
stantially completed. Every intelligently- 
managed business will always have a bank 
of short-term ol jectives in marketing 
toward which its management must work 
without ceasing. And the dynamics of 
change in marketing guarantee that the 
pursuit of facts as a basis for decisions will 
always have urgent incentives. 

The point being made is much less 
dramatic, but, it is believed, not less im- 
portant. It is simply this: has not the time 
arrived when practitioners and teachers 
have a responsibility for joining in the 
provision of opportunities and incentives 
for the kind of research that will help to 
build a foundation for a body of broadly- 
applicable theory, that will help to for- 
mulate generalizations rather than paro- 
chial or ad hoc conclusions, that will help 
to steer men’s thinking toward areas of 
practical innovation that represent the 
same kind of massive displacement of 
management horizons as atomic fission is 
now bringing about in the field of pro- 
duction, or the application of statistical 
techniques is threatening to accomplish 


in the field of mass accounting? 

Again, a word of caution is in order. 
The point is not that there is no such re- 
search activity under way. The issue is 
rather one of balance. For reasons that 
are beyond criticism—because they re- 
flect the realities of economic pressures on 
business organizations—marketing man- 
agement in its relations with marketing 
research creates an intense demand for 
more facts and for better short-term de- 
cisions. There is little evidence of the dis- 
position of corporate management to as- 
sign a significant share of its market re- 
search budget to the kind of fundamental 
investigation that Mr. Gwilym Price re- 
ports claims forty cents out of every West- 
inghouse research dollar: “Fundamental 
research in the physical sciences . . . the 
search for new knowledge that doesn’t 
have anything to do with our business.’’® 

To the extent that this kind of funda- 
mental research in marketing is in prog- 
ress, it is largely, although not entirely, a 
growth in an academic environment. 
Now it is perfectly true that this is the 
same environment that has nurtured 
much of the research of a fundamental 
nature in the sciences more closely re- 
lated to production. But the public state- 
ments of the managements of many of 
this country’s larger corporations, and 
the performance records of their research 
laboratories, make it clear that they do 
not believe it is either safe or desirable 
to wait for the publication of the results 
of fundamental research carried on in 
academic institutions. Although on a 
scale described by many critics as still 
dangerously limited, they finance funda- 
mental research in their own laborato- 
ries, without knowing the direction in 
which it may advance. They contribute 
to the establishment and maintenance of 
research institutions, without guarantees 
of specific or practical results, or claims 
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to application rights. They help to sup- 
port research programs in universities, 
under the same conditions. They do this, 
it would appear, because they believe 
that basic advances in human knowledge 
are a prime fuel of economic progress, 
and that alert management will find am- 
ple opportunity to convert to its own uses 
such basic advances as are added to the 
public domain. 

With a few honorable exceptions, it 
can be said flatly that this is not the case 
in marketing. The marketing research 
budget in almost every corporation is a 
budget for supporting activities aimed 
at getting specific answers to specific 
short-term problems. And there are few 
corporations today that find it a signifi- 
cant use of funds to encourage and main- 
tain fundamental research in marketing 
in independent research institutions or 
in universities. 

The most obvious result of this prac- 
tice is the observable balance between 
fundamental and applied research in 
marketing. The scalar indicator is far 
over on the application side. Most of the 
research in progress, most of the pub- 
lished papers, most of the addresses at 
association meetings are concerned with 
application problems. The basic market- 
ing texts, which carry the word “princi- 
ples” in their titles, contain few if any 
statements that could fairly be described 
as scientific principles. There is a notable 
absence of generalization. For the most 
part, what they present consists of (a) 
descriptive material on market and insti- 
tutional organization and structure, (b) 


descriptive material on marketing poli-' 


cies and practices, and (c) statements on 
management problems and (occasionally) 
“best practice” solutions. 

If this were the only result, it should 
be noted there would be no cause for 
alarm. There is nothing wrong with be- 
ing practical. The world needs Edisons 


as well as Einsteins. But that sentence 
should be read both ways. It needs Ein- 
steins as well as Edisons. It needs men 
who can develop the theory of the atom 
and the mathematics of nuclear fission. It 
needs men who can identify potential 
areas of application. And it needs men 
who can work out through painstaking 
cut-and-try methods the details of appli- 
cation in specific industrial and engineer- 
ing settings. 

It would be a poor world and one with- 
out much promise of future progress if 
practically all the research focus were 
in the specific application area. Yet is it 
not fair to observe of research in market- 
ing that most of the activity is in the spe- 
cific application area? And should it not 
be asked whether some of the same penal- 
ties and deficiencies are being experi- 
enced? Is it not a critical issue that the 
managements which are finding it de- 
sirable strategy to encourage and support 
the approach to long-term objectives in 
other areas of economic activity do not in 
any important way accept the same strat- 
egy in the area of marketing? 

The conclusions of a group of distin- 
guished business administrators, gradu- 
ate educators, and researchers who re- 
cently sat down together to explore the 
subject of fundamental research in ad- 
ministration is of interest at this point. 


“The initial suggestion that busi- 


ness management has made relatively’ 


limited use of research in the social 
sciences, in contrast to the dramatic 
contributions to industrial operation 
stemming from research in the physical 
and natural sciences, provoked a varied 
response. In part, the comments of the 
participants suggested a twilight zone 
of confusion about the meaning of the 
term ‘research’ with its qualifying ad- 
jectives ‘fundamental’ and ‘applied.’ 
“Within the specifically defined 
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fields of research problems and meth- 
ods, there was rather general agree- 
ment on three points. First, the re- 
search techniques of the physical and 
natural sciences can be applied in the 
social sciences, and specifically in the 
field of business administration, much 
more generally than has been the case 
up to this time. This is true particu- 
larly for the quantification of measure- 
ments and the observation of isolated 
variables in controlled environments. 

“Second, potential applications of 
these techniques in the social science 
world encounter serious limitations. 
Difficulties arise because of the greater 
number of variables involved and the 
resulting complexity of their interac- 
tions. It is not easy in many problem 
areas to design experiments character- 
istic of the world of management. We 
may be unable, with existing analyt- 
ical tools, to frame conclusions gen- 
erally applicable to a broad range of 
management problems. 

“Third, the case approach, which 
has been the characteristic technique 
in the early stages of researching man- 
agement problems, has made valuable 
contributions to knowledge and under- 
standing and has been particularly 
helpful in identifying problem areas 
for further investigation. In the hands 
of careless users, however, it may invite 
hasty and weakly-supported generaliza- 
tions not comparable with the ‘laws’ 
and ‘principles’ of the physical and nat- 
ural sciences. It must be strengthened 
by repeated observations of parallel or 
related behavior patterns and problem 
areas on the basis of which reliable 
generalizations can eventually be de- 
veloped.” 


If these observations have operational 


"Fundamental Research in Administration—Hori- 
zons and Problems (Pittsburgh: Carnegie Press, 
1953), pp. 81-82. 


validity, it becomes important to formu- 
late and win acceptance for a compre- 
hensive new strategy for research in 
marketing. The strategy carries the 
broadest implications. The basic postu- 
late is that fundamental and applied re- 
search are complementary activities. The 
first derivative proposition is that the 
relative neglect of fundamental research 
up to the present time must be repaired 
to assure a better balance in the future. 
Such a change in emphasis cannot be ac- 
complished solely within academic insti- 
tutions which have supported a good 
share of the fundamental research in the 
social sciences that has a direct or indi- 
rect bearing on marketing problems. It 
must be continued there, to be sure, but 
even in this setting it needs strengthening 
and, probably of greater importance, it 
needs participation by people primarily 
oriented toward marketing. Such partici- 
pation would build a broader understand- 
ing by marketing researchers of the hori- 
zons, methodology, and applications of 
the full range of the social sciences. At the 
same time it would expose significant long- 
range marketing problems to men whose 
intellectual interest and equipment is in 
the area of fundamental research. At the 
level of the literal, this would mean 
broader training in the social sciences 
and in social science research techniques 
for graduate students in marketing. It 
would mean closer working relationships 
between men teaching (and doing re- 
search in) marketing and their colleagues 
in the social sciences. It would mean the 
formation of social science research teams 
in which marketing specialists partici- 
pate. It would mean consideration of 
marketing-oriented problems as research 
assignments for such teams.® 


*A suggestion of what such association can ac- 
complish is offered, at the fundamental level, in 
George Katona, Psychological Analysis of Economic 
Behavior (New York: McGraw-Hill Book Company, 
Inc., 1951), and, at the practical level (to select only 
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Accomplishing this much, over a rea- 
sonable period of time, would be an im- 
portant gain. But it would be a small part 
of the total gain that would result if 
corporate management could be brought 
to accept an evaluation of the importance 
of fundamental research in the social 
sciences oriented toward marketing 
roughly equal to its evaluation of the 
importance of fundamental research in 
the physical and natural sciences oriented 
toward production. Such an acceptance, 
in practical terms, would contemplate (1) 
admitting financial support for funda- 
mental research into the corporate mar- 
keting research budget, and (2) markedly 
increased corporate contributions to sup- 
port fundamental research in the social 
sciences, oriented toward marketing prob- 
lems, in the universities and other re- 
search organizations. The potential gain 
would not be limited to corporate-fi- 
nanced research in corporations and uni- 
versities. University-sponsored research 
would be stimulated psychologically by 
the wider recognition of its importance 
and practically by the richer flow of re- 
search problems. 

It is hardly necessary to add that those 
who administer marketing and market 
research activities in industry bear the 
major responsibility and are in the best 
position for stimulating a recognition 
and acceptance by corporate management 
of this comprehensive new strategy for re- 
search in marketing. 


OPPORTUNITIES FOR 
FUNDAMENTAL RESEARCH 
The essential nature of fundamental 
research resists advance definition in any 


two of a number of possible examples), in John F. 
Magee, “Application of Operations Research to Mar- 
keting and Related Management Problems,” jour- 
NAL OF MARKETING, Vol. XVIII, No. 4, and Alexander 
Henderson and Robert Schlaifer, “Mathematical 
Programing: Better Information for Better Decision 
Making,” Harvard Business Review, Vol. 32, No. 3. 


but the most general terms of the prob- 
lems on which it will work. Investigation 
of the structure of the atom was initiated 
and for a long time proceeded without a 
clear understanding of the problems in- 
volved in military and industrial appli- 
cations of fission. Investigation of the 
process of photosynthesis is proceeding 
in the absence of precise definition of 
specific research problems oriented to- 
ward the sustenance of human life. In- 
vestigation of cell structure, including 
the causes of growth and degeneration, is 
proceeding with only the first faint ad- 
umbrations of problems related to the 
prevention and cure of cancer. Explora- 
tions of mathemathical techniques were 
undertaken far in advance of the dis- 
covery of their potential application in 
problems of importance in decision 
making by business management. 

At the same time it is important to 
recognize that fundamenal research can 
be stimulated, speeded, and to some ex- 
tent guided by suggestion and direction 
from outside. Atomic scientists have esti- 
mated that their work was advanced by 
a generation as a result of the pressures 
of a world war and the financial under- 
writing made possible in that setting. 
Norbert Wiener tells us how great a 
stimulus was given to the development of 
the theoretical foundation for electronic 
computers by the wartime problem of 
building fire-control apparatus that could 
cope with the speed of the modern air- 
plane.® Fundamental discoveries in as- 
tronomy, geometry, and mathematics in 
earlier periods were stimulated by pres- 
sure from commerce and navigation.!° 


° In Cybernetics (New York: The Technology Press, 
1948). 

* See, for example, Launcelot Hogben’s discussion 
of this topic in Science for the Citizen (New York: 
Alfred A. Knopf, 1938), Chs. I-VI. The point is also 
made with persuasive force in James B. Conant, On 
Understanding Science (New Haven: Yale University 
Press, 1947). 
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The examples could be multiplied, but 
these few illustrations may suffice to 
demonstrate the existence and impor- 
tance of feed-back on fundamental re- 
search proceeding from the world of 
practical reality. 

The following sketch of opportunities 
for fundamental research in marketing 
is offered with this feed-back potential in 
mind. It does not pretend to be what it 
could not be: a comprehensive prospec- 
tus of research problems. 

1. Market structure. A considerable 
body of descriptive material is accumulat- 
ing with respect to various aspects of 
existing market structure: spatial, tem- 
poral, interfirm, and intrafirm. The 
major problems on the horizon are con- 
cerned not with what is, but with what is 
going to be. This calls for extensive re- 
search into the forces that build and 
disintegrate structures, the forces that de- 
termine the direction, timing, and po- 
tentials of change. A number of interest- 
ing investigations have been initiated in 
this area, such as Dean E. T. Grether’s 
explorations of the factors influencing 
interregional trade, or John G. McLean 
and Robert Wm. Haigh, The Growth of 
Integrated Oil Companies (Boston: Divi- 
sion of Research, Harvard “Business 
School, 1954), to name only two under- 
takings. We need an ambitious and im- 
aginative extension of such structure 
studies—of firms, industries, and regions 
—which explore dynamic change in rela- 
tion to its cause over time. Economic and 
sociological functions and forces are in- 
termeshed in this broad problem area. A 
better understanding of their operational 
logic could contribute in important ways 
to more effective long-term planning by 
business management and through this 
channel to the nation’s social goals of 
economic progress and stability. 

2. The determinants of consumers’ 
economic behavior. We stand on the 


threshold of a more sophisticated under- 
standing of the behavior of consumers, 
based on a recognition of the influence of 
psychological motivations in economic 
decisions. Katona’s study, to which refer- 
ence is made earlier in this article, identi- 
fies both possibilities and problems in 
this area. The impelling need to predict 
behavior—a need experienced not only 
by the management of the individual 
firm, but also by those concerned with the 
functioning of the national economy—is 
going to remain unsatisfied until much 
more is known about (a) the forces that 
influence and ultimately determine be- 
havior, and (b) the time-dimensions with- 
in which these forces operate. Psychology 
and economics have a partnership inter- 
est in research problems in this area. In 
view of the difficulties (although ap- 
parently not insuperable obstacles) that 
must be dealt with in field research, great 
interest should attach to initial efforts 
now in progress in setting up conditions 
for carrying on controlled experimenta- 
tion in economic behavior under labora- 
tory conditions. 

3. Price policies. Partly because of the 
substantial theoretical contributions 
from the field of economics, partly, per- 
haps, as a result of the high “visibility” of 
prices and the availability of data, and 
their consequent invitation to investiga- 
tors, there is a larger and more solid body 
of published fundamental research in this 
area than in any other segment of mar- 
keting activity. Of particular interest is 
the multiplication of studies that under- 
take to span the theory-practice space or 
to subject theory to empirical testing. 
Ralph Cassady, Jr., Price Making and 
Price Behavior in the Petroleum Industry 
(New Haven: Yale University Press, 
1954), offers one of a number of recent 
examples that might be cited. Future re- 
search probably needs less encourage- 
ment in this area than elsewhere. At the 
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same time it is worth noting that much of 
the support that business has afforded 
price research apparently reflects the be- 
lief that theorists have misunderstood or 
misinterpreted price practices, and there- 
by have misled public administrators 
and legislators. The prime motivation 
would appear to be a desire to “‘set the 
record straight.” There is nothing wrong 
with this, to be sure. The straighter the 
record, the better for all concerned. A 
broader base for price research might be 
supplied, however, by management’s rec- 
ognition that price policies might be 
made more effective by an extended re- 
search program in this area. Joel Dean’s 
volume, to which reference is made ear- 
lier in this article, has some important 
things to say on this subject. Demand 
elasticity in relation to price adjustments, 
price behavior in relation to seasonal and 
cyclical fluctuations, price versus non- 
price competition, price policies in rela- 
tion to market fractionation, the psycho- 
logical implications of price-quality 
“packages’—these are only a few of the 
problem areas where research opportuni- 
ties can be readily identified. 

4. Developing tools for better decision 
making and more effective administra- 
tive control. The striking possibilities 
latent in the application of mathematical 
techniques to management problems of 
decision making and control have only 
recently crossed the threshold of business 
recognition. Linear programing and re- 
lated devices have already demonstrated 
important contributions in marketing, 
as well as in other fields where the de- 
cision problem focuses in the allocation 
of scarce resources among competing de- 
mands. The leaders in this research area 
have observed that (a) the variety of pos- 
sible applications is still largely un- 
known, and (b) the techniques them- 
selves represent a largely untapped po- 
tential of mathematical resources capable 


of application to management problems. 
The important research need is to form 
investigating teams that combine mathe- 
matically-oriented skills and imagina- 
tion, on one side, and a practical and im- 
aginative grasp of management problems, 
on the other. The operations research ap- 
proach to marketing problems is begin- 
ning to illustrate some of the possibilities, 
without by any means embracing the full 
wealth of potential development. There 
is a rich field for research in the identifi- 
cation, measurement, and analysis of cost 
structures and cost components; and 
another promising area in the applica- 
tion of statistical techniques to account- 
ing-type problems. 

5. Development of personnel. While 
this is a problem area that is not unique 
with marketing management, it is widely 
believed that production management 
has made greater progress in building 
understanding and skill in selecting, 
training, supervising, and developing 
personnel. It may be observed that the 
issue is particularly critical in marketing 
because of the record of low employee 
productivity and because of the inherent 
obstacles in the way of increasing pro- 
ductivity through mechanization. It has 
not been widely recognized that research 
still has many unresolved problems in 
this area. Aptitudes and skill potentials 
of prospective employees for marketing 
jobs cannot be measured until the na- 
ture and levels of the desired skills have 
been determined. This is a research as- 
signment. Nor can effective training tech- 
niques be constructed until more is 
known about training goals and aow to 
appraise progress toward these goals. The 
problem can be traced through all levels 
of the management hierarchy. The top 
management of American corporations 
is freely spending large sums today for 
executive development programs with- 
out any clear understanding of either 


nk 
i 
i 
tugs 
a 
} 
a 
2 
4 
4 


FUNDAMENTAL AND APPLIED RESEARCH IN MARKETING 243 


the targets of development or the meas- 
urement of progress toward such targets, 
however defined. Here, too, the primary 
difficulty at this stage is not one of edu- 
cating top management. Rather, it is a re- 
search problem, one that is still substan- 
tially unresolved. 

6. Targets and accomplishments of 
government intervention. Several chal- 
lenging re-evaluations of the effects of 
government regulatory efforts in the anti- 
trust field have appeared recently." They 
urge the importance of appraising the 
operational record in reijation to an- 
nounced objectives, as a means of mini- 
mizing foggy th? 1king about regulation, 
how it works, and what it accomplishes. 
There is an important need to extend 
this analysis into other areas of govern- 
ment intervention in market function- 

“See, for example, John Kenneth Galbraith, 
American Capitalism (Boston: Houghton Mifflin 
Company, 1952); Clare Griffin, An Economic Ap- 
proach to Antitrust Problems (New York: American 
Enterprise Association, Inc., 1951); David Lilienthal, 


Big Business: A New Era (New York: Harper & 
Brothers, 1953). 


ing: price policies and price competition, 
price maintenance, and the formal and 
informal devices of vertical integration. 
Legislation enacted under pressure from 
interest groups and administration in- 
fluenced by political considerations have 
changed the normal operation of our 
market economy. The results, it has been 


suggested, have not always been consist- © 


ent with announced goals. In any event, 
the record is far from clear as to the 
balance of social gain and loss. Business 
management has at least as large a stake 
in fact-finding in this area as have other 
groups in our society. 

Other opportunities for fundamental 
research might be added to this list. The 
principal requirement at this time, how- 
ever, is not the compilation of a compre- 
hensive catalogue of fundamental re- 
search projects, but a broader recognition 
of the significance of fundamental re- 
search in marketing and an acceptance by 
marketing management of responsibility 
for encouraging and supporting it. 
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ERVICE shopping is a technique for 
measuring the performance of retail 
salespeople used widely throughout the 
United States and abroad. In general, 
“the sales appraisal technique generally 
referred to as service shopping involves 
the use of people who may or may not be 
regular customers as shoppers in t’e store 
with the specific purpose of preparing a 
report on each sales transaction. This re- 
port may be in narrative form in which 
the shopper merely describes in varying 
degrees of detail her conversation with 
the salesperson and the development of 
the transaction, or it may involve the 
filling out of a detailed rating form 
answering specific questions... .”1 A 
study” of 252 department and specialty 
stores throughout the country revealed 
that retailers considered service shopping 
one of the most important methods of 
evaluating selling personnel, superseded 
only by sales production data and super- 
visors’ ratings. Fully 96 per cent of the 
largest stores (annual sales more than 

* The author acknowledges the assistance of Stan- 
ley F. Collis in carrying out the statistical validations 
of a large segment of the background data for this 
report. Mr. Collis was formerly a Research Instructor 
at the Research Bureau for Retail Training, Univer- 
sity of Pittsburgh, and is now a statistician for the 
Aluminum Company of America. Harrie F. Lewis, 
Research Director of Kaufmann’s, Pittsburgh, ad- 
vised the author on certain interpretations contained 
herein. As former Assistant Director of the Research 
Bureau for Retail Training in charge of research, 
Mr. Lewis directed the program discussed in this 
article from 1945 to 1950. 

1Donald K. Beckley, Service Shopping (Boston: 
Simmons College, 1954), p. 13. 

? Cliff P. Cochran, A Study to Summarize Current 
Methods Employed to Evaluate Retail Selling Per- 
sonnel with Emphasis on the Practices Used in a 


Selected Group of Department and Specialty Stores 
(Master’s thesis. The University of Tennessee, 1950). 
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$10,000,000) used the service-shopping 
method to some extent. 

One of the first organizations to de- 
velop service shopping in retailing and 
to expound this technique to merchants 
throughout the country was the Research 
Bureau for Retail Training (known as 
the Retail Bureau) of the University of 
Pittsburgh—now the School of Retailing 
of this University. Its program of service 
shopping was set up on a continuous basis 
in 1921 as a cooperative project of the 
large Pittsburgh department and spe- 
cialty stores, and was operated until 1953. 
During this period, the program encom- 
passed not only selling service, but also 
non-selling functions with which cus- 
tomers frequently come into contact, 
such as delivery, adjustments, elevator 
operations, and store restaurants. In this 
article, we concern ourselves only with 
the shopping of salespeople and with an 
investigation of the factors influencing 
ratings given to salespeople. 

The need for such an investigation 
arose as a result of a comparison of 
average ,annual selling-service ratings 
computed by the Research Bureau for 
Retail Training for the years 1945-52.° 
This comparison revealed a steadily ris- 
ing trend in the ratings, from 71 in 1945 
to 77 in 1949, 85 in 1951, and go in 19532. 


‘Some increase might have been expected 


* After filling out a questionnaire on the selling 
service of the salesperson visited (this form is Ex- 
hibit A at the end of this article), shopper was re- 
quested to assign an overall rating to the salesper- 
son’s service. The ratings obtained during a given 
year were combined by means of a weighted average, 
using the following weights for each rating: excel- 
lent—100, good—75, passable—50, poor—25, very 
poor—o. 
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during this eight-year period, principally 
because of the greater care given to the 
selection of salespeople as labor short- 
ages disappeared in later years, the in- 
creasing momentum of store training 
programs, and the possibility that the 
growth of supermarkets and other self- 
service operations may have decreased 
the amount of personal service customers 
expect from salespeople in large depart- 
ment and specialty stores. 

Factors closer to home were also con- 
sidered. For example, it was suspected, 
on the basis of subjective judgment by 
several technicians, that the instructor 
who did most of the training during 1951, 
and all of it during 1952, was more likely 
than her predecessors to influence shop- 
pers to be generous in their ratings. 

Another factor which pointed to the 
need for a special investigation was the 
finding in 1951 that the regular shoppers 
employed during the past two years 
were disproportionately representative 
of high-income families, and of women 
who had had some higher education, 
than was true of all women in this area 
(Allegheny County). It was therefore de- 
cided that data on income and education 
would be requesed of all shoppers during 
the next year, and an effort made to meas- 
ure the influence of these characteristics 
on the ratings reported. The results of 
this, and related investigations, follow. 


RESULTS OF TESTS OF BIASES 
1. Influence of Income 


During 1952, a total of 3,718 selling 
shopping reports were completed by the 
regular (amateur) shoppers‘ in seven large 


“Service shoppers are broken down into three 
groups—professionals, semi-professionals, and ama- 
teurs (Beckley, op. cit., p. 16). Professional shoppers 
are engaged in this activity as their regular job, us- 
ually full time; semi-professionals do service shop- 
ping sporadically, generally part time; and amateurs 
work at service shopping for very brief periods—per- 
haps 10 shoppings—and then may not “shop” again 


stores. These service shoppers were di- 
vided into four family income groups. 
Final ratings were combined into two 
classifications: excellent and sub-stand- 
ard. Sub-standard ratings consisted of 
passable, poor, and very poor ratings. 
Good ratings were not included in either 
of these classifications. Table I presents 


the distribution of these two ratings by . 


income level. 


TABLE I 


DISTRIBUTION OF “EXCELLENT” AND “SUB-STANDARD”’ 
RATINGS BY FAMILY INCOME OF SHOPPER 


“Excellent” “Sub-standard” 


Income Group ratings ratings 
Under $3,000 205 22 
$3,000-$4,999 827 130 
$5,000-$6,999 619 95 
$7,000 & over 555 113 
TOTAL 2,206 "360 


Chi-square analysis of these data re- 
vealed the differences between the two 
distributions was statistically significant 
at the .o5 probability level. Thus, it was 
concluded that under the training cir- 
cumstances and climate of opinion of 
1952, differences in family income were 
associated with differences in ratings of 


selling service. Shoppers in lower family- 


income groups tended to be more lenient, 
whereas those in the higher brackets 
tended to be more critical. 

Factors involved in rating a salesperson 
were then analyzed separately to see if 
insight could be gained into the reasons 
for bias by income level. The following 
six factors were found to be significantly 
more important to shoppers in higher in- 


for several years. During its many years of service 
shopping, the Retail Bureau used all three groups of 
shoppers. Until the middle of 1947, semi-profes- 
sionals were employed for regular service shopping. 
A change was then made, and amateurs were used 
until the project was discontinued in 1953. 
Throughout the later years of the program, about go 
per cent of the shoppers were women. Considering 
the fact that most customers of the stores shopped 
are women, this poportion appears justified. 
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come groups: received prompt attention, 
salesperson courteous or friendly, showed 
merchandise effectively, salesperson very 
much interested, salesperson neat and 
business-like, mnon-purchase customer 
made uncomfortable. There were no 
significant differences in importance 
among income groups for these factors: 
salesperson suggested something else, 
salesperson volunteered helpful informa- 
tion, salesperson thanked you, salesper- 
son invited you back, and salesperson 
showed willingness to help again. 


2. Influence of Education 


In testing whether a meaningful rela- 
tionship existed between educational lev- 
els and the ratings given to salespeople in 
1952, it was found that in no case was the 
value of Chi-square large enough to be sig- 
nificant. In five of the seven stores, shop- 
pers in the college group gave a lower 
percentage of Excellents than did those 
in the grade school group; however, the 
trend was not sufficiently pronounced to 
warrant the assumption of a meaningful 
relationship between educational level 
and rating. 

When the individual factors on the 
shoppers’ reports were analyzed separ- 
ately, the results were far less conclusive 
than they were for income. In no case was 
there a significant relationship between 
individual factors and final ratings, by 
educational level. The following infer- 
ences, however, were indicated: 


1. Shoppers with a grade school educa- 
tion placed a little more importance 


on receiving prompt attention than’ 


did other shoppers. 

2. Shoppers with an education higher 
than grade school (especially col- 
lege) regarded the volunteering of 
helpful information somewhat more 
highly than did other shoppers. 

3. Shoppers with a grade school edu- 


cation seemed to appreciate the ef- 
fective showing of merchandise a 
little more than did shoppers with 
a higher level of education. 

4. Shoppers with only a grade school 
education attached less importance 
to being invited back to shop again 
than did those with a higher level of 
education. 


3. Amateur vs. 
Semi-professional Shoppers 


The influence of critical judgment on 
the part of opinion panel members has 
been recognized.® The longer a person re- 
mains a member of an opinion panel, the 
less representative his reactions may be- 
come of those of the universe. It was sus- 
pected that this conditioning effect ap- 
plied to service shopping, and therefore 
an effort was made to test this influence. 

For four months, from November 1, 
1952, through February 28, 1953, the sell- 
ing-service shopping quota for one of the 
large Pittsburgh department stores was 
490. This regular quota was met as usual 
by shoppings assigned and carried out by 
amateurs from various women’s organi- 
zations. During this period, however, this 
store received an additional 180 shop- 
pings made by semi-professionals. De- 
partments shopped by semi-professionals 
were distributed in the same proportion, 
month by month, as those shopped by 
amateurs. 

A tabular analysis set up at the end of 
this experiment is shown in Table 2, 
with indications as to whether or not the 
ratings reported by the two groups of 
shoppers differ significantly. Significant 
differences in ratings were found for 


Mildred Parten, Surveys, Polls, and Samples: 
Practical Procedures (New York: Harper & Bros., 
1950), p. 101, referring to study by Paul F. Lazars- 
feld, Repeated Interviews as a Tool for Studying 
Changes in Opinion and their Causes, American 
Statistical Assn. Bulletin, 1941, 275-7. 
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TABLE II 


SELLING-SERVICE RATINGS GIVEN TO SALESPEOPLE OF LARGE DEPARTMENT 


StorE By AMATEUR AND SEMI-PROFESSIONAL SHOPPERS 


Question 


4, 


10. 


| 


*12. 


. Was the salesperson’s appearance: 


. Did you receive reasonably prompt attention? 


Check the manner in which the salesperson acknowledged your 
presence: Courteous or Friendly 
Indifferent 
Rude 


. a. Did the salesperson have what you first asked to see? 


b. If not, did salesperson suggest something else? 


Did the salesperson volunteer helpful information? 


. Did the salesperson answer your questions or objections satis- 


factorily? 


. a. Did the salesperson show you any merchandise? 


b. If so, was it shown in an effective way? 


During the transaction, was the salesperson: 
Very much interested 
Fairly interested 
Not interested at all 


Neat and business-like 
Unbusiness-like 
Untidy 


. IF YOU DID NOT PURCHASE, did the salesperson: 


a. Make you feel uncomfortable? 
b. Invite you back or show willingness to help you again? 


IF YOU PURCHASED, did the salesperson: 
a. Suggest additional merchandise? 


b. Thank you. 

c. Invite you back? 

d. Give you or enclose a salescheck, cash register receipt or 
voucher? 

e. If cash, was change counted back? 

f. Did you keep the merchandise? 

Ask or look for this salesperson again? 


Take any salesperson available? 
Avoid this salesperson? 


Would you: 


As a customer, I consider this salesperson’s service to me at this 
time: Excellent 


Yes 
No 


Ratings by: 
Amateurs Semi-Professionals 
77% 66% 
23 34 
89% 81% 
17 
0 2 
74% 72% 
26 28 
80 84% 
82% 72% 
18 28 
95% 91% 
5 9 
89% 84%, 
11 16 
94%, 87% 
6 13 
66% 58% 
28 31 
6 
99% 98% 
1 2 
7% 5% 
93 95 
82% 76% 
18 24 
29% 26% 
71 74 
93% 88% 
7 12 
57% 50% 
43 50 
95% 96% 
5 4 
95% 87% 
5 13 
95% 94%, 
5 6 
62% 46% 
34 46 
4 8 
65% 51% 
21 21 
10 20 
3 6 
1 2 


ae significant difference at .05 probability level between ratings by amateurs and semi-profes- 
sionals, 
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these factors: prompt attention, sales- 
person acknowledged presence, salesper- 
son volunteered helpful information, 
merchandise shown effectively, salesper- 
son interested during transaction, and 
shopper would try to contact salesperson 
again. The amateurs were also more gen- 
€rous in most other factors, but not at the 
minimal (.05) probability level deter- 
mined significant for this study. 

The summary rating of selling service 
given by the amateur shoppers was 86, 
while that of the semi-professionals was 
only 79, a significant difference well be- 
yond the probability level of 0.01. It thus 
appears that the use of amateur rather 
than semi-professional shoppers biased 
results quite decidedly in favor of higher 
ratings. 


4. Influence of Instructor 

In order to test the extent to which in- 
dividual instructors bias selling-service 
ratings, service-shopping classes were ro- 
tated among three instructors for a five- 
month period from November 1952 
through March 1953. As mentioned 
above, it was during the period when 
Miss A, the regular instructor, did most 
of the teaching that overall ratings rose so 
markedly. Care was taken to assign 
groups representing various income and 
educational levels to the three instructors. 
Shopping forms were identified by in- 
structor, and this information was 
punched into machine-tabulation cards. 

Inspection of overall selling-service 
ratings for the five months indicated that 


shoppers trained by Miss A reported a: 


summary rating of 89 for the service they 
had received, whereas those trained by 
Miss B turned in a rating of 85, and Miss 
C, only 84. Differences in ratings between 
Miss A and Miss B, and between Miss A 
and Miss C, were significant beyond the 
.01 probability level. 


5. Shoppers’ Opinions of Store Service 

At the beginning of each training ses- 
sion during the service-shopping year 
1952, regular (amateur) shoppers were 
asked to indicate their general opinions 
of the seven stores cooperating in this 
program. The question was purposely 
broad so that the shopper would give her 
general reaction to the store, rather than 
her opinion of any specific factor. The 
stores were rated in accordance with the 
same system used in the overall shopping 
ratings: Excellent, Good, Passable, Poor, 
and Very Poor. Shoppers unfamiliar with 
a store were cautioned NOT to force a 
rating. 

At the end of the year, store-wide com- 
parisons were made of these initial store 
ratings and of the overall selling-service 
ratings given to the stores’ salespeople. 
In six of the stores the initial store ratings 
were lower than the overall selling-serv- 
ice ratings. In the seventh store, the op- 
posite was true. This seventh store had 
had a reputation for many years as a serv- 
ice institution, which is probably the rea- 
son why shoppers rated the store so 
highly. The performance of salespeople 
in actual shoppings made in the store did 


not match the shoppers’ anticipations, » 


however. Since the pattern shown for this 
prestige store varied markedly from that 
of the other six stores, the former was 
considered separately in analyzing the in- 
fluence of income and education on shop- 
pers’ opinions of the stores. 

A comparison of initial store ratings 
and overall selling-service ratings for six 
stores is summarized in Table 3. It is ap- 
parent that shoppers in the lower income 
groups, as well as those with limited edu- 
cation, tended to have a higher regard 
for these six major stores than did other 
shoppers, as indicated by the initial store 
ratings, labeled “Before.” In every case 
but one, overall selling-service ratings (la- 
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TABLE III 


SHOPPERS’ OPINION OF SIX PITTSBURGH STORES Before AND After SHOPPING THEM 
(Weighted Ratings) 


Educational Level 
Income Grade School High School College TOTAL 
Group Before After Before After Before After Before After 
Under 
$3,000 84.0 95.8 84.0 87.5 80.5 94.7 83.2 91.6 
$3,000— 89.2 87.2 81.8 89.8 78.2 86.6 81.5 88.6 
$4,999 
$5,000— 
$6,999 70.5 87.2 78.5 90.2 78.5 88.5 78.0 89.2 
$7,000 
& over 75.8 87.5 79.0 85.3 75.2 87.6 76.8 86.4 
TOTAL 842 90.2 80.5 89.4 77.8 88.2 80.0 89.1 


beled “‘After”) were higher than the ini- 
tial ratings. Thus, shoppers in the lower- 
income groups and those with limited 
education tended to have higher opin- 
ions not only of these stores, but of their 
selling service as well. 

A test similar to that made in 1952 was 
repeated during the following year, and 
the findings corroborated the earlier re- 
sults. However, several elements of the 
1953 test were not strictly comparable to 
that made in 1952. 


6. Store Preference 


The objective approach is surely de- 
sired when shoppers assign overall sell- 
ing-service ratings to the people who 
waited on them. Due to opinions which 
shoppers already have concerning the 
stores, however, it is doubtful whether a 
high degree of objectivity can be at- 
tained. It would appear that a salesperson 
in a store which a shopper prefers may 
offer poorer selling service than a sales- 
person in another store, and yet receive 
a better rating from the shopper. 

An attempt was made to measure the 
relative preference for six department 
stores based upon the 1952 reports. First, 
those shopping forms on which the sell- 
ing service had been rated Excellent dur- 
ing the year were segregated. Then the 
average number of unfavorable re- 


sponses to individual factors on these Ex- 
cellent reports were calculated for each 
store. 

To illustrate with an extreme case, let 
us assume that a shopper in one store 
noted on her shopping form that the 
salesperson waiting on her had responded 
unfavorably with reference to factors 1, 
5, and 6 (see Exhibit A). The shopper 
then gave this salesperson an overall sell- 
ing-service rating of only Passable. Thus, 
this report was NOT included in the 
group analyzed. On the other hand, this 
same shopper reported on a second form 
that a salesperson in another store also 
reacted unfavorably to factors 1, 5, and 
6. Yet the shopper rated the salesperson 
in the second store Excellent! This sec- 
ond report was, therefore, included in 
this analysis. 

By concentrating on the number of 
unfavorable factors on which overall 
ratings of Excellent had been granted, 
those stores enjoying a better reputation 
among shoppers should have higher fig- 
ures than their less fortunate competi- 
tors. In order to make this comparison 
meaningful, it was necessary to divide the 
shoppers into two groups—those who pur- 
chased, and those who did not. A shopper 
who purchased may have regarded a sales- 
person somewhat differently than a shop- 
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Exuisir A 
RESEARCH BUREAU FOR RETAIL TRAINING 


UNIVERSITY OF PITTSBURGH 
Copyright, 1949 


WHAT A CUSTOMER THINKS OF SELLING SERVICE IN 


Boggs & Buhl’s Frank & Seder Gimbels Horne’s 
[ ] Jonasson’s Kaufmann’s Rosenbaum’s 


Salesperson’s name. Dept. shopped Floor. 


Customer’s number____________ What did you ask to see? 


Date Day of Week Hour. 


1. Did you receive reasonably prompt attention? 9. Was the salesperson’s appearance: 


YesO. Neat and business-like [J 
If not, indicate the reason: Unbusiness-like 0 
Salespeople busy with customers oO Untidy 0 
Salespeople talking together oO If unbusinesslike or untidy, explain 
No salesperson in sight oO 
Salespeople fixing stock O IF YOU DID NOT PURCHASE, did the sales- 
Was deliberately ignored oO person 
Other 10. Make you feel UNcomfortable? YesO NoQ 
Check the manner in which the salesperson acknowl- 11. Invite you back OR show willingness 
edged your presence: to help you again? YesO NoO 
Courteous or Friendly © IF YOU PURCHASED, did the salesperson: 
Indifferent [J 
12. Suggest additional merchandise? Yes NoQ 
Rude 
If so, exactly what? 
State exactly what the s.p. said or did: 13. Thank you? Yes Nog 
14. Invite you back? YesQ) NoO 
15. Give you or enclose a salescheck, cash register 
Did the salesperson have what you first asked to see? receipt or voucher? YesO NoO 
YesO NoO 


16. If cash, was change counted back? YesO NoOJ 


If not, did s.p. suggest something else? Yes] No (J 17. What did you buy? 


If so, exactly what?. 


Did the s.p. volunteer helpful information? 


Yes NoQ 18. How much was it? Charge 
Did she answer your questions or objections satis- 

factorily? YesO No Cash 
Did the s.p show you any merchandise? Yes(] No(J 


why 19. Did you keep the merchandise? YesO NoO 


If not, why not? 


If so, was it shown in an effective way? 


Yes 20. WHETHER YOU PURCHASED OR NOT, 
During the transaction, was the salespérson? WOULD YOU 


Very much interested [ , Ask or look for this salesperson again [J 
Fairly interested [1 Take any salesperson available [J 
Not interested at all [J Avoid this salesperson [] 


As a Customer, I Consider this Salesperson’s Service to Me at This Time 
Excellent oO Passable Poor oO 
Good oO = Very Poor oO 
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per who did not purchase. In order to 
assure comparability, only questions 
common to both groups were considered. 
Highlights of this analysis appear in 
Table 4. 


TABLE IV 


AVERAGE NUMBER OF UNFAVORABLE RESPONSES 
PrerR EXCELLENT RATING 


Store Shoppers Shoppers NOT 
Purchasing Purchasing 
A 32 24 
B 30 33 
Cc 34 32 
D 32 23 
E 31 26 
F 39 27 


3 Large Stores 
(A, B, and C) 32 30 


§ Small Stores 
(D, E, and F) 31 24 


Applying statistical tests (t test) to these 
data led to the following inferences: 


1. There was a bias among non-pur- 
chase shoppers in favor of large stores. 
These stores could receive a larger 
number of unfavorable answers to 
various factors and still get overall rat- 
ings of Excellent more often than 
could the small stores. 

2. There was no significant bias 
among shoppers who purchased in fa- 
vor of, or against, any of the stores. 


SUMMARY AND CONCLUSIONS 


This study indicates that shoppers in 
lower income groups tend to be more 
lenient in rating salespeople than those 
in higher brackets. On the other hand, 
no conclusive evidence was deduced war- 
ranting the assumption of a relationship 
between educational level and rating. 

Amateur shoppers appear to be decid- 
edly more generous in rating selling serv- 
ice than semi-professionals. The personal 


characteristics and individual methods of 
the instructor training the shoppers also 
tend to affect the ratings. 

In six or seven stores studied, shoppers 
were much more generous in rating the 
service they had received from specific 
salespeople than they were in rating the 
stores as a whole prior to their shoppings. 
Shoppers in lower-income groups and 
those with limited education tend to have 
a higher regard for these large Pittsburgh 
stores than do shoppers at the upper end 
of these scales. 

Among shoppers who DID make pur- 
chases in the stores, no bias was found in 
favor of, or against, any specific store. 
However, there does seem to be a bias in 
favor of the larger stores among shoppers 
who did NOT make purchases. In such 
a case a Salesperson in a large store who 
receives unfavorable responses on vari- 
ous individual factors on the report form 
is more likely to get an overall rating of 
Excellent than is a salesperson in a small 
store who received the identical number 
of unfavorable responses from the same 
shopper. 

A word of caution: since service-shop- 
ping programs have functions other than 
those pointed out in this article, biases 
brought to light here may or may not af- 
fect those other functions. 

These findings should make users of 
service shopping more wary of perform- 
ance ratings obtained by this method. 
Most large department stores are using 
service shopping of this general type to- 
day, but unless their long-range reports 
are interpreted very carefully, incorrect 
assumptions may be drawn and unwise 
actions result. If it is determined that 
biases indicated here apply to these serv- 
ice-shopping programs, corrective action 
may be necessary. 
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THE REPORTING PERIOD FOR A CONSUMER 


PURCHASE PANEL 


JAMES D. SHAFFER 
Michigan State College 


_ consumer purchase panel, like all 
survey techniques, is beset with nu- 
merous problems of methodology at the 
practical operating level. An understand- 
ing of these problems is important not 
only to the very few who will be involved 
in operating a panel, but also to the large 
and increasing number who will use data 
obtained by the panel technique. The 
subject of this paper is a discussion of the 
determination of the appropriate report- 
ing period for the panel—one of the small 
but important practical problems of 
panel operation. Three phases of this 
problem have been chosen for study: (1) 
How long should the reporting period 
be. (2) On what days should the report- 
ing period begin and end. (3) Should re- 
porting be continuous or discontinuous. 

Weekly vs. Monthly Reporting. In 
every purchase panel the consumer re- 
porters are instructed to record their pur- 
chases on the diary form the day the 
purchase is made. It is obvious, as far as 
accurate reporting and memory bias are 
concerned, that if this were done faith- 
fully the same information would re- 
sult from weekly, monthly, or even 
yearly reporting. However, to assume 
that all the homemakers would faithfully 
record every purchase on the day it was 


made seems to be assuming a situation, 


contrary to what is known of human na- 
ture. To be practical one must assume 
that at least some of the reporters will 
wait until the end of the reporting pe- 
riod to fill in their diary and that almost 
all will at some time or other fail to re- 
cord a purchase the day it was made. 

At least three studies have been made 
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to determine the effect of weekly and 
monthly reporting on the completeness 
of reporting. The first of these was done 
by Industrial Surveys Company (now 
Market Research Corporation of Amer- 
ica).1 At the beginning of their National 
Consumer Panel operation reporting was 
on a monthly basis. However: 


As the list of clients for the National 
Consumer Panel grew, a number of 
small experiments using weekly diaries 
were initiated. While the size of these 
experiments did not permit statistical 
measurement of the differences in the 
volume of purchases recorded, qualita- 
tive information obtained from an ex- 
amination of diaries before and after 
the change in the system revealed that 
the weekly diaries obtained approxi- 
mately 20 per cent greater volume than 
did the monthly diaries.” 


Early in 1944, therefore, the company 
decided to shift the entire sample from a 
monthly to a weekly reporting basis.* 


1Industrial Surveys Company, Inc., changed its 
name to Market Research Corporation of America 
in 1952. However, inasmuch as the report referred 
to in this article was completed before that date, 
citations and references will be to Industrial Surveys 
Company. 

* Industrial Surveys Company, Inc., Extract from 
Methodological Proposal Prepared for the US. De- 
partment of Agriculture, Mimeograph, August 22, 
1949, p. 21. This report then went on to say that “in- 
terviews with families who had been using the 
monthly diaries uncovered the fact that approxi- 
mately 20 per cent admitted waiting until the end of 
the month to record their purchases. This long 
period of recall made it practically impossible for 
complete and accurate recording.” Ibid., p. 21. 

*“After the change had been made, trend lines in 
the volume of purchases by commodities indicated 
that the volume of purchases recorded increased 
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The second study, very different in 
method, was conducted under the super- 
vision of Harrie F. Lewis, Assistant Di- 
rector of the Research Bureau for Re- 
tail Training of the University of Pitts- 
burgh.* The Pittsburgh study was in the 
form of a controlled experiment. Two 
different panels were selected on a prob- 
ability basis. One was established as a 
weekly reporting panel and the other on 
a monthly reporting basis. The returns 
of these two panels were then studied 
over a period of three months. Over all, 
Lewis found that those reporting on a 
weekly basis reported 18.9 per cent more 
purchases than those reporting monthly. 
However, there was considerable differ- 
ence between products. For example, 
while the two samples were almost iden- 
tical as to the number of children under 
three years old, the weekly reporting fam- 
ilies reported 188 per cent more pur- 
chases of baby food than did those re- 
porting on a monthly basis. Considering 
the fact that even the weekly reporters 
probably neglected to report some pur- 
chases, Lewis asks how complete the re- 
porting of many of the monthly report- 
ing panels can hope to be. 

The Pittsburgh study, showing that al- 
most one-fifth more purchases were re- 
ported by a weekly-reporting panel than 
by a monthly-reporting panel, is, of 
course, almost the exact finding of the In- 
dustrial Surveys Company study. These 
two studies are especially complemen- 
tary because of the different methods 
used. On the basis of these two studies it 
is fairly safe to conclude that a weekly 


again by about 20 per cent. There was quite a varia- 
tion in the increase by commodities, with the larg- 
est increase being found among the less frequently 
purchased items.” Jbid., p. 21. 

*Harrie F, Lewis, “A Comparison of Consumer 
Responses to Weekly and Monthly Purchase Panels,” 
the JOURNAL OF MARKETING, Vol. XII, April, 1948, 
No. 4, Pp. 449-454- 


diary will result in more complete re- 
porting. 

A third study was done by Marion Har- 
per Associates, Inc.5 In experimental 
work preceding the setting up of a panel 
operation they attempted twice-a-week 
pantry checks as a control measure, mak- 
ing comparison with weekly diaries and 


also with interviewing to obtain a recall . 


of purchases at weekly, biweekly and 
monthly intervals. The weekly diary 
proved to be the most reliable. 

A second argument in favor of weekly 
reporting is that there is less chance for 
conditioning. A consumer panel mem- 
ber keeping purchase records over a pe- 
riod of time, if she has a chance to ex- 
amine her records, may find that she 
would like to change her pattern of buy- 
ing. While this would be a help to effi- 
cient homemaking, the object of most 
panels is to find out what her normal 
buying pattern is rather than to change 
it. With weekly reporting only a one- 
week record is available to the home- 
maker for examination at one time and 
thus there is less possibility for compari- 
son and analysis which might lead to a 
“better” purchase pattern.® 

Stanley Womer of the Market Research 
Corporation points out the advantages of 
speed and efficiency in weekly reporting. 
Where families are reporting on a weekly 
basis “the statistics are processed each 


* Marion Harper, President, Marion Harper As- 
sociates, Inc., personal correspondence, August, 1950. 

*The Industrial Surveys Company study cited 
above had this to say on this possibility: “. . . we 
were led to suspect, without definite proof that an- 
other group of families reduced their purchases or 
perhaps became more astute shoppers than they 
had previously been. This suspicion was found only 
among the families who had been members of the 
panel for three or four years and may have devel- 
oped this ‘conditioned effect’ at the time we were 
operating with a monthly diary. . . . This was not 
found among families who had been recruited after 
February, 1944, at which time we converted the field 
operation to weekly reporting.” Industrial Surveys 


_Company, op. cit., p. 41. 
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week so that by the twelfth to the eight- 
eenth of the month we can deliver a 
monthly report for the preceding period. 
. . . To process monthly diaries as rap- 
idly as this is quite impossible because 
the work flow internally is very uneven.” 
In this connection also he notes that there 
is considerable demand from time to 
time for weekly reports when a manu- 
facturer is studying a crucial price situa- 
tion or supply problem.? 

In view of this evidence in favor of 
weekly reporting, why is it that a great 
many of the panels have been operated 
on a monthly basis? 

Probably the major factor in the de- 
cision to use monthly reporting is that of 
cost. It would appear to be much cheaper 
to run a panel on the basis of monthly re- 
ports as the whole expensive process of 
preparing the diaries for mailing, paying 
postage, and checking in the diaries 
would be reduced by about three-fourths. 
Also the cost of editing the diaries would 
be less. The number of contacts for addi- 
tional information and promoting late 
returns would be less and thus less expen- 
sive. There are indications that weekly 
reporting requires more incentive pay- 
ment than the monthly. (This fact, that 
housewives find the four deadlines more 
difficult to meet than the one monthly 
one, could only mean they do not record 
purchases daily.) 

A second factor favoring monthly re- 
porting concerns the range and kind of 
merchandise involved. Lewis, in explain- 
ing why the Pittsburgh panel went from 


a weekly to a monthly basis for reporting, : 


brings out this point: 


My estimates were based on a panel in 
which a wide range of merchandise was 
covered, including a great deal of food, 
*Stanley Womer, formerly Executive Vice-Presi- 


dent of Market Research Corporation of America, 
personal correspondence, April, 1953. 


where frequency of purchase is high. 
In such an operation the number of 
purchases per diary is high; and so the 
increased cost for weekly reporting, 
when calculated on a per purchase 
basis, is low. In our case, I feel it was 
an efficient way to increase validity 
relative to cost. 

After a couple of years of the weekly 
operation, however, we discontinued 
the food part of the panel, and there- 
after operated it only for clothing and 
house furnishings. This change, of 
course, meant that the number of pur- 
chases per diary became very much 
smaller. Therefore, the increased cost 
had to be spread over fewer purchases, 
with the result that it became relatively 
high. To generalize, . .erefore, 1 would 
say that as the range of merchandise 
covered is increased, the added cost of 
weekly reporting diminishes to a point 
approaching insignificance.® 


A third reason for using monthly re- 
porting periods has to do with continuity. 
H. C. Campbell of the J. Walter Thomp- 
son Company states it this way: 


Another advantage from our point of 
view in a monthly reporting period is 
the fact in our original testing and in 
the experience of others, it is evident 
there are more skipped reports on a 
weekly basis than on a monthly one. 
This is of no great moment if one is 
concerned only with comparison of 
aggregates for successive periods, but 
more importantly than this, we are in- 
terested in having a continuous un- 
broken record from as many panel 
members as possible for the purpose of 
analyzing behavior of individual panel 
members over considerable periods.® 
* Harrie F. Lewis, personal correspondence, March, 

1951. 

On. C. Campbell, Director of Research of the J. 


Walter Thompson Company, Chicago Branch, per- 
sonal correspondence, April 16, 1953. 
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No definite conclusion can be drawn 
from this discussion as to the best report- 
ing basis for all panels. However, avail- 
able empirical evidence indicates that 
panels operating on the basis of weekly 
reporting will result in substantially 
more complete reporting than reporting 
on a monthly basis. This is especially 
true when dealing with grocery type 
items. There are, of course, many other 
factors or practices which influence re- 
porting accuracy.’ On the other hand, 
monthly reporting panels can, in general, 
be operated with less expense and it may 
well be that monthly reporting is ade- 
quate for many types of analysis, espe- 
cially trend analysis. 

Bounds of the Reporting Period. As- 
suming a decision in favor of weekly re- 
porting it is still necessary to determine 
the best days for beginning and ending 
the reporting week. This is not a difficult 
problem. The calendar week begins with 
Sunday and ends with Saturday and a 
study of buying habits indicates that the 
reporting week for a food purchase panel 
should cover the same period. Studies 
show that we tend to buy a large per cent 
of our groceries at the end of the week; 
with about 50 per cent or more of the 
grocery purchases being made on Friday 
and Saturday.1! With the great majority 
of homemakers doing most of their shop- 
ping on Friday and Saturday, Saturday 


* These include such things as programs for train- 
ing reporters and for maintaining panel member 
relations, the type of diary form used and the types 
of items reported. 

"Unpublished data of M. E. Cravens and M. 
Baeza show an even greater concentration of total 
volume being purchased during the last two days 
of the week, with the Friday purchases exceeding 
those of Saturday. 

E. E. Garrison and F. F. Powers report 79 per cent 
of the people of Knoxville, Tenn., purchase most of 
their groceries on Friday and Saturday. From A 
Summary Analysis of the First Six Months Findings 
from the Knoxville Continuous Consumer Research 
Panel, Oct. 1946-March 1947, The Knoxville News- 
Sentinel, p. 23, Knoxville, Tenn. 


becomes the most convenient day on 
which to terminate the diary, and the 
Sunday to Saturday report period is the 
one most likely to result in the least mem- 
ory bias caused by failure to record pur- 
chases the day they are made. The fact 
that the weekly report can take advantage 
of this buying pattern is also another ad- 
vantage of the weekly report over the 


monthly one. As the bulk of all purchases — 


are reported on the day they are made, or 
one day later, the weekly reporting pe- 
riod may result in almost as complete re- 
porting as daily reporting. 

On the other hand, a different type of 
merchandise (clothing, home furnish- 
ings, etc.) may dictate different bounds of 
reporting, even on a weekly basis. 


For example, cities in which most de- 
partment and specialty stores are open 
Monday nights might find that Mon- 
day or Tuesday would be the best end- 
ing date because Saturday and Mon- 
day account for about 45% of each 
week’s department store volume in 
such cities.'* 


If monthly reporting is selected, the 
usual practice is to begin and end the re- 
porting period with the first and last day 
of each month. The main advantages of 
selecting this period are that it coincides 
with the convention of reporting other 
statistics and will usually be easier to get 
the housewife to meet the end of the 
month deadline. On the other hand there 
might be some small advantage to having 
the period end three or four days follow- 
ing the end of the month to follow the 
extra heavy purchases resulting from 
some families being paid on a monthly 
basis. 

Continuity of Reporting. The third 
question which must be answered regard- 


” Harrie F. Lewis, personal correspondence, April 
11, 1953- 
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ing the reporting period has to do with 
the regularity or continuity of the report- 
ing. The cost per panel member would 
be reduced by at least two-thirds if the 
reporting could be reduced to one week 
out of each month or to one month in 
each quarter. With a given amount of 
money it would make it possible to sup- 
port a panel of two to four times the size 
that could be supported on a continuous 
basis. Actually no research appears to be 
available on this particular subject and 
therefore this section is primarily on the 
need for research, along with some ob- 
servations concerning the possibilities 
that the different types of reporting might 
have. 

Research is needed which will answer 
the following question: Assuming accu- 
rate reporting in each case, is discon- 
tinuous reporting representative of con- 
tinuous reporting? In other words, can 
an accurate estimate of a month’s pur- 
chases be made from a report of one 
week’s purchases out of that month, or 
can an accurate estimate of a quarter’s 
purchases be made from a report of the 
purchases of one month out of that 
quarter? If the answer to these questions 
is yes, then for many purposes discontinu- 
ous reporting would be superior to con- 
tinuous reporting due to the much lower 
cost per panel member. It would appear 
that an established panel is required in 
order to do adequate research on this 
problem. 

The second question which must be 
answered through research has to do with 
the assumption of equally accurate re- 
porting in each case. It is very likely that 
a discontinuous reporting panel would 
report less completely and accurately 
than one operating on a continuous basis 
due to the- nature of the difference in 
the problem for the homemaker. The 
habitual record keeping in the continu- 
ous panel reporting promotes prompt re- 


porting and the often repeated experi- 
ence develops the ability to report more 
accurately and completely.1* In addition 
to this, one would expect more report- 
ing failures among the discontinuous re- 
porters due to the interrupted nature of 
the reporting, thus resulting in a biased 
sample. Study of the distorted purchase 
pattern often resulting during the first 
few weeks of keeping the purchase record 
suggests that the conditioning effect 
might be considerably more of a prob- 
lem in the case of discontinuous report- 
ing. One week out of three months, for 
example, might provide the same per- 
verted purchase pattern as is often found 
for the first week of a continuous diary 
panel as a result of focusing attention on 
this particular week and the suggestive- 
ness of the diary as a shopping list. This 
is all the more likely since it is unlikeiy 
that the panel members would develop 
very good reporting habits. There would 
be considerably more likelihood that 
they would wait until the end of the re- 
porting week to make their diary entries. 
In this case the diary would be com- 
pleted on the basis of recall to a consider- 
able extent and thus be subject to the 
memory bias caused by telescoping time 
and forgetting. While this type of condi- 
tioning “wears itself out” in the case of 
continuous reporting, there is no evi- 
dence that such would be the case with 
discontinuous reporting. 

Research conducted by the Market Re- 
search Corporation of America shows 
that “the dropping out between the re- 


‘ porting periods is so great that the new 


recruiting offsets any savings in costs.’’" 


* This point has been emphasized especially by 
Marion Harper in correspondence with the author. 

“Stanley Womer, personal correspondence, April, 
1953- Mr. Womer adds that “on the other hand we 
have from time to time asked for additional infor- 
mation for one or two week periods and these efforts 
have been highly successful. In other words, if the 
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They have found that “a monitor or 
housewife reporting purchases or other 
activities loses interest very rapidly un- 
less they can do it on a continuous basis. 
If it is necessary to replace 25 to 50 per 
cent of the sample each time you go to 
them for a record, this change in sample 
structure invalidates many of the findings 
as well as greatly affecting the costs.’’!* 
On the other hand it may be easier to 
recruit a representative panel on a dis- 
continuous reporting basis, since panel 
membership would be substantially less 
demanding than in the case of continu- 
ous reporting. This has prompted the 
suggestion that a split panel be devel- 
oped. This would involve the use of es- 
sentially four individual panels each com- 
parable to the other in terms of popula- 
tion characteristics. Each panel would 
then report only once every four weeks, 
thus providing a continuous set of data 
and still have the recruiting advantages 
of the discontinuous-type of panel op- 
eration. This split-type panel would, 
however, be subject to the same reporting 
disadvantages of other discontinuous 
panels. Since it would also involve the re- 
cruitment and maintenance of four times 
as many panel members as the continu- 
ous panel, the cost of the field work and 
incentive would probably greatly exceed 


reporter is continuously reporting her purchases of 
food and drug products week after week, she will 
gladly take on additional burden for a period of a 
week or two to report radio and television listening 
and viewing, her baking activities in the home, or 
perhaps keep a record of the uses of various food 
products such as citrus juices and fresh products.” 


the cost per returned diary for the con- 
tinuous panel. 

Experiments may show that it is prac- 
tical to operate a panel on a discontinu- 
ous basis for many types of analyses. 
However, the data obtained through dis- 
continuous reporting would not appear 
to be as adaptable to use in problems 


where the case study technique could be _ 


used to best advantage. Any problem re- 
quiring the study of the demand or con- 
sumption pattern of a single family or 
small group of families through time re- 
quires continuous reporting in order to 
insure accuracy. Studies where the time 
element is especially important, such as 
determining the time lag in adjustment 
to price changes and pattern of the ad- 
justment, changes in consumption pat- 
tern resulting from advertising and edu- 
cational influences, and other studies 
based upon the occurrence of a specific 
event in time and resulting in a fluctuat- 
ing pattern of demand and consumption, 
require data of a continuous flow nature. 

Should reporting be continuous or dis- 
continuous? No definitive answer can be 
given, but the evidence and opinion 
which is available favors continuous re- 
porting. Certainly research is needed 
with regard to the possibilities of dis- 
continuous reporting, since it might be 
found practical in some aspects of mar- 
keting and economic research and offer 
an opportunity to reduce greatly the cost 
of panel operation. In the absence of such 
research, however, continuous reporting 
is recommended. 
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The Forum 


EDWIN H. LEWIS, Editor 


USE OF PRINCIPLES IN THE MANAGEMENT 
OF ADVERTISING 


HE concept of science in marketing, as 
¥ Fe is applied to advertising, depends on 
our ability to make use of advertising in 
various ways with reasonable and justified 
confidence that we can foretell the busi- 
ness results which will follow. In the field 
of metallurgy, practitioners know in ad- 
vance the physical characteristics of an alloy 
which will result from the combination of 
two metals of a given degree of purity. In 
the field of civil engineering, a competent 
practitioner can pre-determine the load a 
bridge will stand by studying and analyzing 
the blue prints and specifications which will 
guide the construction of the bridge. 

In each of these latter two fields, there 
have been compiled tables of information— 
the result of years of experimentation and 
testing—which allow the formulation of 
principles which have an extensive uni- 
versality. These principles supply the basis 
for forecasting results. It is high time that 
we begin to adduce from experience and 
experiment a series of principles of. adver- 
tising which will be to us what the table 
of valences is to the chemist, or the tables 
of strengths of materials are to the engineer. 

Advertising art, copyrighting, and layout 
are creative acts, susceptible to logical anal- 
ysis only with difficulty. But the applica- 
tion or management of advertising offers a 
more promising field for generalizations 
than most other aspects of marketing. Ad- 
vertising depends in large measure on in- 
dividual and group psychological responses. 
These are susceptible of measurement, and 
to the law of large numbers. Therefore, 
they may be considered predictable. We are 
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concerned here with the formation of prin- 
ciples which will guide the application of 
advertising toward the goal of increasing 
the efficiency and economy of marketing. 

Essentially, the purposes of advertising 
are: (1) to call attention to latent wants, and 
(2) to increase the urgency of recognized 
wants. Therefore, we are dealing with the 
several aspects of demand: primary demand 
vs. selective demand; direct demand vs. 
derived demand; expansibility vs. inexpan- 
sibility of demand; and frequently, degrees 
of elasticity of demand. 

It is assumed that the sophisticated prac- 
titioner will use advertising knowingly and 
intentionally to accomplish a specific pur- 
pose. It is assumed that the use of advertis- 
ing in a general and unfocused sort of way, 
merely to demonstrate continuing faith in 
it, is a naive and obsolete concept. There- 
fore, the formulation of principles to guide 
the application of advertising in marketing 
problems must be based on marketing ob- 
jectives related to marketing strategy and 
to market structure. 

The following hypotheses'—which have 
been adduced from a number of years of 
advertising research in business, and from 


‘about an equal number of years of case anal- 


ysis—are offered in the hope that they will 
constitute the basis for further discussion 
and for studies which will appraise their 
universality and add to their number. 


11 want to acknowledge the help of Professor Neil 
H. Borden, of the Harvard Business School, in start- 
ing my thinking in this direction when I was a stu- 
dent in his course some twenty-five years ago. 


| 
j 
By 
= 
j 
3 
a 
} 
ae 


THE FORUM 


259 


we 


Hypotheses relating to the stimulation of 


primary demand 


. Advertising cannot create a want, 


though it may stimulate a latent want. 


. The market for a product is limited to 


those to whom it offers utility. 


. Primary demand cannot (profitably) be 


stimulated for a product of derived de- 
mand unless this product is an impor- 
tant source of the utility sought from 
the basic product. (Derived demand is 
that demand arising from the use or 
ownership of another product. The de- 
mand for automobile tires is derived 
from the demand for automobiles.) 


. Cooperative advertising is adapted to 


products for which primary demand 
can be stimulated. 

A firm can afford to spend money for 
the stimulation of primary demand 
when (a) it is so well represented in 
the market that an adequate share of 
the resulting sales will fall to it, or (b) 
it has a product which will be pur- 


chased in preference to competitive of- 
ferings. 


. Primary demand can be stimulated by 


advertising when new uses can be found 
to open new markets, or when the prod- 
uct’s market is directly expansible. 
When the utility offered purchasers by 
a product decreases—through style 
changes or changes in purchasers’ habits 
and manner of living—it is difficult to 
stimulate primary demand. 


Principles relating to the stimulation of 


1. 


selective demand 


Selective demand can be stimulated— 
for products the quality of which the 
purchaser can judge—only for those 
products having some distinctive char- 
acteristic. 

Brand discrimination for products of 
trivial importance can rarely be stimu- 
lated by advertising unless the interval 
of purchase is frequent. 

When a product enjoys brand domi- 
nance, the stimulation of primary de- 


10. 


11. 


12. 


mand may take the place of stimulation 
of selective demand. 


. Consumer advertising cannot inaugu- 


rate a style, but it may hasten the de- 


velopment of the style cycle after it has 
been started. 


. When the retailer and/or the whole- 


saler play the decisive part in stimulat- 
ing sales for a product—i.e., when the 
product is of trivial importance and in- 
frequent interval of purchase—adver- 
tising should be directed to them rather 
than to the consumer. 


. When brand preference rests primarily 


on display or point-of-purchase adver- 
tising, general consumer advertising to 
stimulate selective demand is usually 
inadvisable. 


. Stimulation of selective demand cannot 


easily be accomplished for a product 
the identity of which is not obtrusive to 
the purchaser. 


. When the qualities on which the satis- 


faction a purchaser desires from a prod- 
uct depends are not readily apparent, 
advertising may stimulate selective de- 
mand by associating the brand (even 
when there is no major distinction be- 
tween competitive products) and the de- 
sired qualities in the consumers’ minds. 


. When the point of differentiation on 


which a selective appeal is based does 
not contribute toward the satisfaction 
sought by the purchaser, permanence 
of brand preference is difficult to obtain. 
The opportunity for the stimulation of 
selective demand tends to be in propor- 
tion to the spontaneous interest in the 
product by the consumer. 

Brand discrimination can be built up 
for convenience goods only when the 
merchandise is sufficiently central in the 
purchaser’s mind—either through fre- 
quency of purchase or importance of 
the want subserved—to allow his concen- 
tration of attention on it. 

Even a substantial price differential for 
a product for which primary demand 
has been stimulated is unlikely to be a 
sufficient inducement to cause consum- 
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ers to purchase contrary to their estab- 
lished buying habits. 

For a product of a highly individualized 
nature, for which strong buying motives 
can be stimulated, advertising may often 
be used as the sole method of sales pro- 
motion. 

The smaller the unit price of an article, 
the less opportunity there is for aggres- 
sive methods of sales promotion directed 
to the consumer, and the greater the re- 
liance that must be placed on either 
point of purchase or general consumer 
advertising—the choice between these 
two depending on the buying motives 
involved and on the extent of the mar- 
ket. 


Although the writer has found these gen- 
eralizations to be helpful in the use of ad- 


s W. E. Deming has observed, the prob- 
lem of controlling errors in sample 
surveys must properly be viewed as a prob- 
lem of controlling “total error.”’! In the last 
several decades, statisticians have accom- 
plished much in the development of theo- 
retical sampling methodology. The reliabil- 
ity of surveys, however, is just as dependent 
on the reduction of systematic error in the 
interview situation as it is on the elimina- 
tion of bias from samples. Efforts to control 
sampling errors are not enough; bias must 
be controlled also (1) in the questionnaire 
composition and arrangement, and (2) in 
the conduct of the interview. 

It is the purpose of this note to consider 
techniques for distributing in random fash- 
ion certain types of errors which otherwise 
would tend to bias the interview. In at- 
tempting to present these techniques the au- 
thor makes no claim to originality;? it is 
*Deming, W. E., Some Theory of Sampling, John 
Wiley & Sons, Inc., New York, 1950. 

*See, for instance: “Committee Reports,” Ques- 


vertising, the research needed to validate or 
to invalidate them will require the attention 
of many scholars and advertising executives. 
Moreover, it is to be presumed that many 
more generalizations could be adduced from 
the pooled analysis of a number of people. 

If it were possible for scholars of adver- 
tising to develop a body of doctrine which 
could be established as valid and universal 
advertising could then be deployed with a 
sureness now present only in the physical 
sciences. It is true that the creative aspects 
of advertising will remain imponderable, 
but the development of an organon of doc- 
trine for the management of advertising 
would contribute immensely to the success- 
ful use of this promotional medium. 


LAWRENCE C. LOCKLEY 
University of Southern California 


RANDOMIZING ERROR IN MULTIPLE-CHOICE 
QUESTIONS 


felt, however, that the experience recorded 
here may serve to amplify currently avail- 
able methodology and also may stimulate 
further investigation of this important 
problem of marketing research. 

In the process of questionnaire composi- 
tion it often becomes desirable to limit the 
respondent to certain specified answer possi- 
bilities. The result is, of course, the multi- 
ple-choice question. Assuming some meas- 
ure of confidence in this type of question 
with respect to a particular situation, there 
are still two major problems inherent in it: 
(1) Random Starts—which of the choices 
shall be presented first, and (2) Random 
Order—what is an unbiased order for the 
remaining choices. 


tionnaire Preparation and Interviewer Technique, 
Subcommittee of the Marketing Research Tech- 
niques Committee, A. B. Blankenship, Chairman, 
JOURNAL OF MARKETING; Vol. XIV, No. 3, October, 
1949; and Ferber, R., Order Bias In A Mail Survey, 
JOURNAL OF MARKETING, Vol. XVII, No. 2, October 


1952. 
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At first glance these two issues seem to be 
nothing more than a simplified and arbi- 
trary separation of what is really one prob- 
lem, that of response order. Indeed, it is 
often true that only the problem of random 
starts is admitted to consideration; the feel- 
ing, no doubt, is that an exhorbitant amount 
of time, energy, 22d money would be ex- 
pended in achieving a statistically random 
order. Actually, relatively inexpensive meth- 
ods are available which make the problem 
of random order quite as amenable to solu- 
tion as the problem of random starts. 

With few exceptions, any subject impor- 
tant enough to be handled on a multiple- 
choice basis should utilize some system of 
random starts. I should like to discuss four 
techniques which we have used to random- 
ize the errors which may occur in answers 
to multiple-choice questions. The four tech- 
niques have been arbitrarily called: 


(1) Orthodox question-and-answer. 
(2) Answer disc. 

(3) Tablet method. 

(4) Card sort. 


(1) Orthodox question-and-answer. - 

The main advantage of this method is 
simplicity. With a minimum of effort it can 
be utilized to achieve random starts in any 
multiple-choice question. To accomplish the 
result desired, each interviewer is requested 
to make a random selection of the answer 
choices which will be asked first of each re- 
spondent. For purposes of control, inter- 
viewers are requested to bracket the number 
of the answer choice used first for each ques- 
tion. The remaining choices are given in the 
order in which they appear on the form. 
This usually requires going back to the top- 
most item after reaching the last choice on 
the list. The example which follows was 
used in one of our advertising surveys. The 
interviewer, in this instance, would begin 
with item 5 and then proceed in order 
through items 6 to 8 and then 1 to 4. 


“In which of the following media have 
you most often seen or heard the advertis- 
ing for this company?” 

1. Newspapers 

2. Service Station signs 
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3. Radio 
4. Novelties handed out at Service 
Station 
[5-] Magazines 


6. Billboards not at Service Stations 
7. Television 
8. Other 


This method has the advantage of elimi- 
nating some bias, but it has definite limita- 
tions. For one thing, we cannot assume a 
Statistically random selection of starting 
points when the choice is left to each inter- 
viewer. We are confronted also with the 
possibility of .transmission of interviewer 
thought and feeling either directly in the 
selection of responses mentioned first, or in- 
directly through emphasis or voice modula- 
tions. 


(2) Answer Disc. 

Since it is always preferable to have a re- 
spondent participate as actively as possible 
in an interview, this writer has used another 
method which seems to bring about a truly 
random start in a choice among multiple 
answers. This method employed an octag- 
onally shaped disc (since we had 8 choices), 
on each side of which was placed one possi- 
ble answer to the question. As we used it, 
the question was, “In which of these media 
have you most often seen or heard advertis- 
ing for this company?” 
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Each disc had a rigid cardboard backing 
to serve as a protection against tearing or 
curling and after being lettered, it was cov- 
ered with a thin layer of acetate. Considera- 
ble importance was attached to the fact that 
the disc should be in perfect condition for 
each interview. 

The procedure to be followed by each in- 
terviewer was also controlled by specific in- 
structions given in the interviewer training 
sessions. They were asked to hand the disc 
to the respondent without looking at it, at 
the precise moment that they said, “In 
which of these media... .” If any ques- 
tions were asked about the use of the disc, a 
simple repetition of the survey question was 
recommended. At no time was the inter- 
viewer to influence the respondent by any 
supplementary remarks. After the respond- 
ent answered the question the disc was 
dropped into the interviewer’s portfolio 
without regard to its position. 

During the pretest we checked the possi- 
bility that a respondent might be puzzied if 
his first glance rested on the term “other.” 
This difficulty proved to be more apparent 
than real since none of the respondents 
seemed to be disturbed by this factor. 

Initial reaction among interviewers was 
one of quizzical interest coupled with a cer- 
tain amount of antagonism to an “unneces- 
sary” addition to their workload. Pretesting 
soon changed this feeling, and no further in- 
terviewer problems were encountered. In 
fact, the general feeling seemed to be one of 
enthusiasm. Although respondents were 
slightly mystified when presented with the 
disc they reacted quickly and seemed to de- 
velop greater interest in the interview. This 
confirmed some of our early assumptions 
about the use of this method. 

The use of the disc had the advantage of 
assuring a purely random start. In addition, 
two different “orders” became available to 
the respondent by turning the disc to the 
right or to the left once a random start had 
been made. 

The succéss of this device led us to further 
modifications which would afford a satis- 
factory random order, in addition to the 
random starts. 


(3) Tablet Method. 

The next system which was developed 
utilized sheets of paper bound in tablet 
form. On each sheet the multiple-choice an- 
swers were printed in different order. One 
tablet of such material was found to be suffi- 
cient for the 30 to 50 interviews assigned to 
the average interviewer. Binding the sheets 
of paper insured their use in a previously 
randomized order and served to maintain a 
well-ordered portfolio for the interviewer. 
Sheets were torn off by the interviewer and 
handed to the respondent thus reminding 
the interviewer that no sheet would be re- 
used in later interviews. 


(4) Card Sort. 

Further refinements of the random-order 
technique were undertaken, involving the 
use of small cards, each imprinted with one 
answer. Although “card-sorting” experi- 
ments are not new, there was some question 
as to the adaptability of this technique to a 
consumer survey. However, after trial in the 
field, there appeared to be no adverse reac- 
tion. In fact, interviewers seemed to develop 
a considerable degree of interest and en- 
joyed working with the cards. 

Further study brought to light other im- 
portant advantages of the card-sorting 
method. Principally, the presentation of 
cards to a respondent practically eliminates 
interviewer bias. The respondent is brought 
into the interview, and in a sense it becomes 
a game for him. This is an advantage since 
it establishes good rapport and encourages 
cooperation on the part of the respondent. 
Another very desirable advantage is that a 
simple shuffling of the cards between inter- 
views (stressed in interviewer training ses- 
sions) insures a statistically reliable random 
o1 ‘er for each successive presentation. Both 
interviewers and respondents reacted gen- 


‘ erally in very favorable fashion to this 


method of presenting the multiple-choice 
question. 

The cost of constructing small cards (ap- 
proximately 2 x 3 inches) of sufficiently 
strong material to withstand constant han- 
dling may be a minor disadvantage. How- 
ever, the total cost of 4,700 cards (47 per in- 
terviewer) purchased for our survey was un- 
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der $350. This included the cost of art work, 
two color reproductions on 600 cards, and 
the application of a cellulose acetate coating 
to all cards. At the completion of the survey 
the cards were found to be in excellent con- 
dition for future use. In our case, the cost 
was not considered exorbitant in view of 
the total budget for the study and the possi- 
bility of future use in other studies. Al- 
though the card-sorting device is not a pan- 
acea, we now feel that it is the best available 
answer to the critical problem of bias in situ- 
ations comparable to those discussed in this 
article. 


The four techniques for handling multi- 
ple-choice questions have been presented in 
chronological order as we worked with 
them. This is not meant to infer that one 
is necessarily superior to the others in every 
situation. Each of these four approaches to 
the problems of random starts and random 
order has its individual merits. All of them 
have value because each can be used where 


the conditions of a particular survey indi- _ 


cate that it is better than the others. 


A. J. KInaRD 
Standard Oil Company (Indiana), Chicago 


AN AID FOR PROBLEM-SOLVING IN 
BUSINESS SITUATIONS 


ANY businessmen, as well as students 
M of business, have difficulty in organiz- 
ing their attack on marketing or other busi- 
ness problems so that they arrive at a deci- 
sion based upon a consideration of the al- 
ternative courses of action available to them 
and the consequences of each action. 

For many who are attempting to solve 
problems, a physical device may be helpful 
to guide them through the steps necessary 
to obtain an answer which is based upon a 
logical sequence of ideas. One such device 
is presented here. This outline, which may 
be presented also as a diagram and which 
some may recognize as an adaptation of the 
“estimate of the situation” used by the 
armed services, has been used experimen- 
tally in courses in sales management at the 
University of Alabama.! 


STEPS IN MARKETING PROBLEM-SOLVING 
I. Company Objective 
(Possible objectives might be: maximiz- 
ing profits in short or long run; main- 
taining level of employment; maintain- 
* Copies of the outline in diagrammatic form and 
an example of a student solution to a problem in 
Sales Management by Phelps may be obtained di- 


rectly from the writer who would also appreciate 
discussion and criticism of this technique. 


ing a certain utilization of plant; stay- 
ing in business; etc.) 


II. Business Framework and _ Possible 
Courses of Action 
A. Basic considerations 
1. Economic situation 
2. Competitors’ situation 
3. Company situation 
B. Possible competitors’ actions (listed) 
C. Possible company actions (listed) 


III. Analysis of Competitors’ Courses of 

Action 
A. Own action 1 versus— 

(1) Competitors’ action 1 

(2) Competitors’ action 2 

(3) Competitors’ action 3, etc. 
B. Own action 2 versus— 

(1) Competitors’ action 1 

(2) Competitors’ action 2 

(3) Competitors’ action 3, etc. 
C. Own action 3 versus— 

(1) Competitors’ action 1 

(2) Competitors’ action 2 

(3) Competitors’ action 3, etc. 


IV. Comparison of Own Courses of Action 
A. Summaries 
(1) Costs, absolute and relative 
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(2) Personnel changes, etc. 

(a) Factor A—Costs 
1- Action 1 
2— Action 2 
3— Action 3, etc. 

(b) Factor B—Personnel 
i— Action 1 
2—- Action 2 
3— Action 3, etc. 

(c) Factor C—Consumer reac- 


tion 
1— Action 1 
2— Action 2 


3— Action 3, etc. 
B. Conclusion 
Most suitable course of action 


V. Decision 

The use of a technique of this type is par- 
ticularly helpful when the problem is one 
of marketing strategy. When internal prob- 
lems of marketing management or organiza- 
tion are at issue, the “Aid” is not as valuable 
since most of the steps under II and III are 
inoperative. 

Under the five general headings given 
above are presented the steps to be taken in 
problem-solving. The sequence indicates a 
definite order in which the decision-maker 
should guide his thoughts. The numbers in 
the discussion below refer to those of the 
outline. 

I. Objective. Establishing an objective, or 
defining the problem, is a major step in solv- 
ing the problem, since many problems elude 
the executive because they have not been ex- 
pressed in words. Maximizing profits is often 
considered the prime objective of the busi- 
ness. Other general objectives might center 
around the maintenance of a given level of 
employment or output, maintaining or in- 
creasing the share of the market held by a 
product, or even the survival of the busi- 
ness. 

Il. The Business Framework and Courses 
of Action. The business situation, or the 
framework within which the various courses 
of action are: taken, consists of three parts. 
The first is the general economic situation 
which includes the stages of the business cy- 
cle, the trend, and the possibilities of changes 
in the economic scene. The second is the 


competitive situation. The factors included 
here are the situation of each competitor, 
the composition of the industry, the physical 
organization of competition, the apparent 
activities engaged in because of their fore- 
casts of the economic situation, etc. The 
third situation concerns the group within 
which the decision-maker himself is a part. 
Here the questions cover the firm’s strength 
as compared with the strength of competi- 
tors, the position of the firm within the in- 
dustry, the physical organization, and recent 
activities which bear upon these factors. 

III. Analysis of Opposing Courses of Ac- 
tion. The next step is to determine the ac- 
tions which competitors may take, either in- 
dividually, or as a group. Although it may 
be assumed that competitors will not choose 
any new course of action, this assumption 
may prove dangerous and so should be 
avoided. Similarly, all the courses of action 
open to the firm which would accomplish 
the objective must be laid down, including 
the taking of no action other than that pres- 
ently being carried on. 

In order to analyze the consequences of 
the various actions which the firm might 
take, it is necessary to consider each action 
in light of the counteraction which might be 
taken by competitors. Certain of the com- 
petitor’s actions may affect any of the firm’s 
actions to the same degree and, hence, these 
may be eliminated at the beginning of the 
analysis. It will be necessary also to con- 
sider in any problem the consequences of 
the firm’s taking no action while competi- 
tors take such action as they deem neces- 
sary. 

IV. Comparison of All Courses of Action. 
In order to consider all the consequences of 
the firm’s actions in addition to those di- 
rectly resulting from competitors’ actions, it 
is necessary to consider a number of factors 
which may affect the solution of the prob- 
lem. Some of these factors might be costs, 
changes in personnel, retraining of employ- 
ees, consumer reaction, etc. The various fac- 
tors should be weighed and applied to each 
of the possible courses of action. After this 
has been done, it is usually not difficult to 
see which of the various courses of action 
will meet with the least interference from 
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competitors, have the lowest costs, etc. 

V. Decision. After a conclusion has been 
reached concerning the most suitable course 
of action, the decision to carry it out be- 
comes automatic. By adhering to the steps 
laid down in this procedure, a better deci- 
sion as related to the desired objectives 


should be reached. Although these steps 
may be self-evident to many, even those who 
are aware of them should find the discipline 
of following a sequence of this type bene- 
ficial. 

DONALD F. MULVIHILL 
University of Alabama 


RETAIL MARKET NEWS 


OR some time, the reporting of facts to 
F iia in formulating marketing decisions 
has been considered to be a highly useful 
service. Crop reporting had its beginning in 
1841 under the auspices of the United States 
Patent Office, and in 1915 the United States 
Department of Agriculture set up two addi- 
tional services, shipping-point market news 
and city wholesale market news. 

The largest single collector of prices at 
the retail level has been the United States 
Bureau of Labor Statistics. This organiza- 
tion obtains retail prices for use in its 
monthly Consumers Price Index. 

During recent years, retail market news 
has been reported at Providence by the 
Rhode Island State Department of Agri- 
culture, at Boston by the Massachusetts State 
Department of Agriculture, at New York 
City by the Department of Markets of New 
York City, and at Baltimore by the Uni- 
versity of Maryland Extension Service. Re- 
tail market data are also collected by trade 
groups for the use of their own members. In 
addition, commercial research organizations 
gather such facts for sale. 

The latest addition to market news re- 
ports is the Retail Market Report for Rich- 
mond issued by the Division of Markets of 
the Virginia Department of Agriculture. 
This reporting system, which was under- 
taken in the spring of 1953, is another effort 
to secure basic data which will assist mar- 
keters and provide much-needed facts for 
researchers and consumers. 

In the Richmond plan, grocery retailers 
were classified as to whether they were na- 


* Marketing Research Report Number 19, Pro- 
duction and Marketing Administration, USDA, 
Washington, D. C., 1952. 


tional chain stores, local chain stores, or in- 
dependents. Each of these groups of stores 
was further categorized by location in the 
city and by nature of the services performed. 
The resulting classifications were: (1) Self- 
service stores granting credit up to 5% of 
monthly sales volume; (2) Self-service stores 
having credit sales equal to 6 to 25% of 
monthly sales; (3) Self-service stores having 
25% of sales or more on a credit basis; (4) 
Service stores carrying an incomplete line of 
produce; (5) Service stores with a complete 
line of foods; (6) Delicatessens. 

As the next step in the selection of the 
sample, the total average monthly sales vol- 
ume of independent stores and chain grocer- 
ies in Richmond was tabulated. After con- 
sultations with Dun and Bradstreet and the 
Market Facilities Branch of the United 
States Department of Agriculture, it was 
agreed that 24 individual stores was the 
smallest number which would constitute a 
representative sample. 

Next a list of the 635, independent stores 
in Richmond was compiled. This roster was 
taken by census tracts and showed the aver- 
age monthly sales volume of each store. 
Maintaining the original order in which the 
list was assembled, the roster was then di- 
vided consecutively into 24 groups. Each 
group had a total sales volume amount- 
ing to 1/24th of the total monthly sales vol- 
ume of all independent stores. One store was 
then selected from each of the 24 groups in 
such a way that the various types and sizes 
of stores were properly represented. 

After the individual stores were chosen, 
the Virginia Division of Markets sent an 
agent to obtain the store owners’ coopera- 
tion. Most of the stores selected were anx- 
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ious to be included in the study, but in one 
or two instances an alternate store had to 
be used. The three largest national chain 
stores cooperated by furnishing detailed 
week-end price information in advance. 
This is how Virginia’s system works: 
Prices for the coming week-end are collected 
on Tuesday and Wednesday of each week 
from the sample stores. Good and choice 
meat, high quality produce, and dairy prod- 
ucts are the only food products priced. 
These data are obtained by personal visits to 
each store, since experience has shown that 
this is the best way to obtain accurate re- 
sults. After the prices are collected, they are 
tabulated, averaged, and disseminated to 
the public. 

One method of publicizing the resulting 
price information is the Weekly Retail Mar- 
ket Report. Weighted average prices of ap- 
proximately 15 vegetables, 15 fruits, 25 
meats, and 5 dairy products are listed and 


RECENT study of the first thirty-five years 
A of publication of the Journal of Farm 
Economics indicates that the field of mar- 
keting has received considerable attention 
in this Journal. During the period, 1919- 
1953, there were 304 contributions which 
had marketing research and marketing prob- 
lems as their major point of emphasis. ‘These 
marketing papers constituted 10.7 per cent 
of all contributions. The only subject mat- 


were agricultural policy with 13.9 per cent 
and land economics with 12.7 per cent. 

An analysis of the marketing contribu- 
tions by time periods shows that they con- 
stituted 7.9 per cent of all contributions 
during the period 1919-1928, 12.5 per cent 
during 1929-1938, 6.9 per cent from 1939 to 
1945, and 12:2 per cent in the period 1946- 
1953- 

The marketing articles published cover 
a broad field as indicated by the following 
tabulation: 


ter fields which ranked above marketing | 


‘Marketing Margins 


compared with last week’s prices. Price 
changes over the interval are noted, and an 
80% price range, which is obtained by drop- 
ping the extremes of prices, is also given for 
each product. 

Who benefits from this program? The re- 
tail grocer stands to gain a great deal. The 
program helps him in competitive pricing 
and sales promotion. The housewife bene- 
fits by getting an over-all view of the high- 
quality market basket that week. She can 
see what is in plentiful supply and, there- 
fore, is able to buy efficiently. 

Baltimore’s program has been in opera- 
tion over four years. A recent survey of 150 
Baltimore housewives showed that 55% 
used their Retail Market Report in connec- 
tion with food purchases. A similar survey 
of 150 Baltimore retailers showed that 56% 
used the report in setting prices. 


Ray Y. GILDEA, JR. 
University of Florida 


x MARKETING COVERAGE OF THE 
JOURNAL OF FARM ECONOMICS - 


Number of 
Articles 
Dairy Marketing 55 
Livestock Marketing 37 
Research and Methodology 36 


Fruit and Vegetable Marketing 34 
Government Programs 


(Federal and State) 31 
Futures Trading 14 
Transportation Rates 13 
Poultry Marketing 13 
Theory of Marketing 12 


Cooperative Marketing 


Cotton Marketing 
Grain Marketing 
Standards and Grades 
Food Distribution 
Wool Marketing 
Tobacco Marketing 
Market News 

Retail Merchandising 
Miscellaneous 
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While the contributions have covered a 
wide range, there has been considerable con- 
centration in the ‘‘commodity” areas includ- 
ing grain, dairy, poultry, livestock, cotton, 
tobacco, and fruit and vegetable marketing. 
The dairy marketing contributions consist 
of articles on milk price differentials, plant 
location, distribution costs, federal orders 
and marketing agreements covering milk 
and milk products, milk transportation 
problems, and dairy research problems. Con- 
tributors have included R. W. Bartlett, 
F. V. Waugh, W. C. Waite, R. G. Bressler, 
Jr., and Leland Spencer. 

Much material has also been published 
for livestock marketing, including carcass 
grading, meat distribution, market quota- 
tions, research needed in livestock market- 
ing, etc. Among the writers represented are 
E. A. Duddy, David A. Revzan and R. C. 
Ashby. 

A lot of attention has been given to such 
subjects as the research programs conducted 
under the Research and Marketing Act of 
1946. Other research and methodology 
topics include the use of econometrics in 
solving marketing problems, time and mo- 
tion studies, marketing efficiency studies, 
evaluations of market research, and regional 
marketing research. Among the writers in 
these fields represented in the Journal are 
Geoffrey Shepherd, R. G. Bressler, Jr., F. L. 
Thomsen, Harry C. Trelogan, Max Brunk, 
and L. J. Norton. This section should be of 
particular interest to members of the Ameri- 
can Marketing Association. 


COLLEGE TRAINING 


ANY successful techniques have beep 
developed and used by college in- 
structors in the teaching of salesmanship at 
the university level. Class demonstrations, 
term papers, sound and slide films, guest 
speakers, and oral reports, combined with 
the textbook, lecture and discussion ap- 
proach are used in many classrooms. Gener- 
ally, these are both well accepted and very 
effective in teaching this course. 
However, the average student has had lit- 


In the area of governmental programs, 
articles have been published dealing with 
the operation of the Commodity Credit 
Corporation, marketing agreements, federal 
regulation of commodity exchanges, state 
proration acts, other control programs, and 
agricultural marketing programs. L. S. 
Tenny, F. L. Thomsen, F. V. Waugh, H. E. 
Erdman, and E. W. Gaumnitz have been 
among the contributors in this category. 

On the subject of futures trading, the 
Journal has had articles on the effectiveness 
of hedging, essentials of an effective futures 
market, relationships between cash and 
futures prices, and the theory of futures 
trading. Writers have included Holbrook 
Working, E. A. Duddy, A. F. Lindley, and 
H. S. Irwin. In the field of marketing theory, 
such topics as the theory of market exclu- 
sion, theoretical aspects of controlled mar- 
keting, and research in the organization and 
operation of marketing business units have 
been handled by Leland Spencer, J. M. 
Thomsen, and George L. Mehren, among 
others. 

The Journal also contains considerable 
information on consumer demand. During 
the thirty-five year period, 58 contributions 
dealing primarily with consumer demand 
have been published. Furthermore, con- 
sumer demand contributions have been in- 
creasing quite steadily since 1919. In fact, 
fifty per cent of all consumer demand contri- 
butions appeared in the period 1946-1953. 

Cari J. ARNOLD 
Michigan State College 


IN APPLIED SELLING 


tle or no practical experience in the selling 
field prior to taking such a course, and there- 
fore much of the meaning of the material is 
lost to him. In view of this situation, we 
asked ourselves the question, “Could the 
college be of greater service to its students 
and to the business community if the train- 
ing given in a course in salesmanship were 
expanded to provide actual selling experi- 
ence?” 

The result was a course in salesmanship 
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which was designed to give the college stu- 
dent a brief but important experience in the 
practical side of selling. We have called this 
approach “Class Practical Selling.” The 
sales experience is combined with the usual 
lecture-classroom discussion. 

In organizing the selling program, a typi- 
cal corporation’s sales department is simu- 
lated. A speciality product is selected, one 
that can be demonstrated and has a wide 
appeal, since house-to-house selling is done. 
An agency relationship is established with 
the manufacturing company. The members 
of the class serve as sales representatives, 
and one member of the class is appointed 
sales manager. All commissions are retained 
by the student salesmen. Using the street 
directory, the sales manager assigns to each 
sales representative a number of customers 
which he must contact. This assignment is 
made on a week-to-week basis and was found 
to be more effective than giving the student 
at one time the complete list of calls which 
he should make throughout the semester. 

Approximately six house calls a week 
were found to be satisfactory. One regular 
class session is omitted for every twelve 
calls, since it is felt that the benefits received 
in making twelve calls are equal to at least 
one class session. These calls are made any- 
time during the week, and students are ex- 
pected to return a second or third time if no 
one is at home on the first call. 

A detailed, mimeographed salesman’s re- 
port is prepared, and each week all sales 
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representatives hand in a completed report 
to the sales manager. The sales manager 
then summarizes these and turns all reports 
in to the instructor for review. A student 
chosen to be secretary charts the class report 
and writes for any product orders received 
by the students. The orders are shipped to 
the school and the students deliver the prod- 
uct to the customer. Class charts enable each 
representative to follow his own progress 
and that of the class throughout the semes- 
ter. 

Enough time is allotted at the beginning 
of the first class session of each week to dis- 
cuss the problems encountered by the stu- 
dents. Consequently, problems are discussed 
as soon as possible, and an opportunity is 
given for an exchange of opinions and ideas. 
This technique is much the same as a com- 
pany sales meeting, and has been very valu- 
able to the class. 

A student receives a well-rounded train- 
ing in salesmanship when this approach is 
used in conjunction with textbooks, guest 
speakers, etc. It enables a student to get 
some selling experience before entering the 
business field. Those who have had some 
selling experience benefit from the help, ad- 
vice and suggestions offered for improving 
their sales technique. Since the students get. 
some sales training and experience before 
graduation, prospective employers should 
benefit as well. 

NEIL F. SHIFFLER 
Bucknell University 


PRODUCTS IN RURAL 


GROCERY STORES 


ONSUMPTION of dairy products is low 
c in the South compared with other 
areas. It is especially low in rural areas 
where many families do not own milk cows 
but purchase dairy products in limited 
amounts. Most of these families trade at 
single-unit grocery stores near their homes. 
In 1953, we conducted a pilot study among 
six grocery stores in Washington County, 


‘Mississippi, in order to determine whether 
the sale of dairy products, especially fluid 
milk and ice cream, could be increased by 
placing dairy-products posters in these 
stores. At the time of the study milk dealers. 
in this area were finding it difficult to dis- 
pose of all the fluid milk available. 

The average gross food sales per month 
for the six stores ranged from $1,800 to 
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$2,800. Their customers were, to a great ex- 
tent, members of farm families, usually 
negro farm families. In two of the non- 
plantation stores, however, about half of 
the customers were white. Two of the six 
stores were plantation stores; that is, they 
were operated especially for farm tenants on 
one plantation. 

The six stores varied widely in size, from 
about 600 square feet to approximately 
4,800 square feet. The amount of wall space 
available for advertising was limited, es- 
pecially in the two plantation stores where 
shelves took up much of the wall space. The 
wall space available was, for the most part, 
covered with advertising material—usually 
for various brands of beer, soft drinks and 
tobacco. There was similar advertising on 
the front of the store. Display of foods was 
limited to those items for which the manu- 
facturer had supplied display facilities such 
as a table, a rack, or a large glass jar. None of 
the stores advertised in newspapers or over 
the radio. One, located near a school, ad- 
vertised in the school publications. 

Fluid milk, both whole milk and butter- 
milk, was sold in quarts. One store selling 
one-half pints of whole milk for 10¢ sold 
very little of it. Most of the ice cream sold 


with electric refrigerators has increased rap- 
idly in the last few years, but the custom of 
taking ice cream home for family meals has 
not become established as it has in many 
urban areas. 

The pilot study included three periods: 
May 25-June 8; June 8-June 22; and June 
22-July 6. A record of sales of dairy products 
was obtained from each of the grocers for 
the first and third periods. May 25-June 8 


was the period before the posters were in- 


troduced. On June 8 posters prepared by a 
local artist were placed in each store at the 
point of sale of fluid milk and ice cream. 
On June 22 posters purchased from the 
American Dairy Association were placed in- 
side and outside the stores in available and 
appropriate places. (These included “Milk 
for all Ages”; “Milk to Grow, Milk to 
Glow”; “Milk Festival”; “Chicken a la 
King”; “Ice Cream Festival’”’.) 

The periods May 25-June 8 and June 22- 
July 6 were used for comparison, since both 
periods contain a dull and a good business 
period (the last of the month and the first 
of the month). During both periods it was 
abnormally warm. During both periods also 
farmers were engaged in crop cultivation 
activities. 

Percentage in- 


crease in sales dur- 
ing test period 


Percentage in- 
crease in sales dur- 


Sales during ing test period (non-plantation 
control period (all stores) stores) 
Dairy products May 25-June 8 June 22-July 6 June 22-July 6 
Whole milk (qts 457 +15 + 26 
Buttermilk (ate) 341 —4 —9 
Chocolate milk (14 pt) 50 — 16 —16 
Chocolate drink (14 pt) 150 25 - 
Cheddar cheese (Ibs) 231 + 18 +27 
Ice cream (equiv. qts) 216 + 22 + 34 
Evaporated milk (small cans) 651 +4 +9 
Evaporated milk (large cans) 420 —l _ 
Condensed milk (cans) 52 —2 —$ 


* Sold in one plantation store. 


was to those eating it at the store—in pints, 
cups, sandwiches, or on sticks. A number of 
farm laborers purchased their lunches in 
the four non-plantation stores, and ice 
cream was often one of the foods purchased 
by them. Also, cheese was frequently bought 
for this purpose. The number of families 


Fluid milk is a relatively new food for the 
southern rural grocery. Handling it is now 
possible because of widespread electrifica- 
tion and refrigeration and the development 
of milk marketing facilities. As the proprie- 
tor of one of the stores put it, “I’m thankful 
to the dairymen for bringing us the milk. 
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Why, a short time ago we didn’t even have 
it.” One manager said, “Many people don’t 
realize we have milk. Why doesn’t the Dairy 
Association put out signs stating Milk is 
Sold Here?” 

The pilot study indicated that sales of 
dairy products can be increased by the use of 
dairy-products posters in grocery stores; es- 
pecially in the non-plantation grocery stores 
typically found in rural areas of the South. 
The test period of two weeks, however, was 
a short one. Further research is needed to 
answers questions such as: (1) What effect 
does a change in poster material have? (2) 
How long before the effect of advertising 
wears off? (3) Are the gains permanent? 

Studies representing more areas, and es- 
pecially areas in which industrialization is 
proceeding rapidly, need to be made. Fur- 
thermore, there should be a control group, 
since sales of dairy products as well as other 
kinds of foods do vary from time to time. 
Without a control group one is not sure that 


the increase in sales would not have taken 
place in any event. 

Another problem worth further investi- 
gation is the maintenance of quality of dairy 
products after they reach the retailer. What 
practices followed by the retailer tend to 
break down quality? What can the retailer 
do to maintain quality? 

Then, there is the pricing problem. 
Would total sales and profits increase with 
lower unit prices? Can farmers and retailers 
take less profit per unit sold? 

A favorable attitude on the part of the 
store manager toward the use of dairy prod- 
ucts in the family diet is important to the 
dairy industry. If store managers think that 
meat and bread are enough and that only 
children need milk, this attitude will have 
an adverse effect on customers since the re- 
lationship of the single-unit groceryman to 
his customers is often quite personal. 


Dorotuy DICKINS 
Mississippi State College 


BUSINESS ATTITUDES TOWARD THE ECONOMIC 
SYSTEM AND GOVERNMENT REGULATION 


ORTY-NINE economists on the Economics- 
Fiin-Action program at Case Institute this 
past summer visited and observed seventeen 
individual firms in the Cleveland area. ‘Two 
generalizations with their accompanying il- 
lustrations will indicate the reactions of one 
observer to certain types of business prac- 
tices. 

1. The businessman’s view of the eco- 
nomic system is a narrow one, and his mar- 
keting practices often violate sound market- 
ing principles. Here are three illustrations: 

A neighborhood furniture retailer who 
caters to the middle-class trade by undersell- 
ing his competitors denounced discount 
houses as “chiselers” who increase the cost 
of moving merchandise through established 
channels. This- retailer admitted to income 
tax practices by which he avoided part of 
the tax paid by comparable retailers. Thus 
he increases the tax burden for all taxpayers. 


Furthermore, some of his advertising was, in 
the opinion of the Better Business Bureau, 
misleading. 

A manufacturer of industrial equipment 
advocates high tariffs to keep out foreign- 
made machines. Some of his U.S. competi- 
tors, however, have plants in foreign coun- 
tries which within the framework of cheap 
labor, the dollar shortage, and the tariff 
produce tools for less than the parent com- 
pany. Foreign subsidaries may or may not 
be a practical alternative to “protection” for 
this manufacturer (for reasons of availabil- 
ity of skills, managerial problems, security, 
attitude of other governments etc.), but at 
least it indicates sound economic thinking 
from the viewpoint of the economy as a 
whole. 

In short, this manufacturer’s view of sub- 
sidies is inconsistent in the sense that the 
company opposes subsidies for others (to 
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which it must contribute) but favors sub- 
sidies for itself. It might be argued that such 
a philosophy is consistent in terms of im- 
mediate self-interest but it surely is not en- 
lightened self-interest. 

A small manufacturer of combustion-con- 
trol equipment appears to be violating 
several basic management principles, but it 
prospers because it observes other principles 
exceedingly well. The company became es- 
tablished because ‘“‘a single individual hap- 
pened to have an idea for a product that was 
acceptable.” The company uses neither sta- 
tistical analysis nor “scientific forecasting.” 
Selling price is set, somewhat arbitrarily and 
without attempting to minimize profit, at 
double the production cost. 

Fortunately, there is a long-term favor- 
abie demand trend for controlled-heat prod- 
ucts. The company sells to large industries 
where scientific forecasting guides ordering. 
Consequently, the company is able to fore- 
cast merely by watching the flow of orders. 
In pricing, oligopolistic pressures are at 
work and, since the company sells 45% of 
the market, it may be the price leader. 
Most fortunate of all, the company has an 
inspired management and very low person- 
nel turnover. 

2. Business is unduly dogmatic in its op- 
position to government regulation except 
in the case of those enterprises which grew 
up in an atmosphere of regulation. Four 
cases will illustrate this belief. 

A “home-owned” dairy, distributes milk 
products through its own stores at a 30 to 
40% savings to consumers. In its attack on 
milk controls, the company has circularized 
every daily newspaper east of the Mississippi 
and the key papers in the West. It has 
campaigned against the TVA with evangel- 
ical fervor. It makes no clear distinction be- 
tween controls which foster monopoly and 
those which make the industry more com- 
petitive. The firm apparently favors strong 
co-operatives (rather than government con- 
trol) to offset the concentrated power of 
milk dealers, but this in itself is a form of 
monopoly control. 


A typical railroad appears willing to ac- 
cept a co-ordinated plan of transportation, 
provided the historical position of the rail- 
roads is preserved. The national transporta- 
tion policy of Congress (“a fair and impar- 
tial regulation of all modes of transporta- 
tion and the preservation of the inherent 
advantages of each’) should be acceptable 
to the railroads. 


It is not clear whether the railroad objects . 


primarily to the Interstate Commerce Com- 
mission and the development of a national 
policy or to the possible actions of adminis- 
trators who would carry out the policy. 
There are obvious inequities, but the rail- 
roads fail to realize that hasty changes in 
their favor might merely substitute one 
inequity for another. 

Examples of firms satisfied to live with 
regulation are an electric utility and a com- 
mercial bank. The utility advocates regula- 
tion and opposes government ownership on 
the grounds (1) that governments are not 
cost-conscious (but some municipal utilities 
are!), (2) that a political system has difficulty 
in laying off people (is this insurmount- 
able?), and (3) that there would be too 
heavy a concentration of political power 
(but bigness in business acts much like big- 
ness in government). These are, perhaps, 
the best arguments for that point of view. 
At least, regulation may be made easier to 
some extent by skillful arguments against 
specific requirements. 

The commercial bank seems even hap- 
pier, since government lending agencies 
offer little competition. It advocates no 
changes in the banking laws at the present 
time, although the need for additional con- 
trol of banking if conditions warrant it is 
recognized. The attitude toward the Treas- 
ury is friendly, although hopeful that the 
Treasury will follow a cautious, conserva- 
tive policy and eventually depend more on 
long-term financing. 


RoBERT B. WENTWORTH 
Utica College of 


Syracuse University 


b 
a id? 
4 
| 
| 
| 
ty 
| 
le 


gt 


Research in Marketing 


DAVID A. REVZAN, Editor 


Editorial Staff: Seymour Banks, Leo Burnett Company, Inc.; Robert H. Cote, University 
of Illinois; Epna Douctas, Iowa State College; Ropert J. HoLLoway, University of Minne- 
sota; CHarLEs H. Sevin, Department of Commerce. Initials of staff members, in brackets 
following subject headings, identify the reviewers of the individual items. 


List oF GENERAL HEADINGS 


. Advertising 
2. Area Analysis 
2A. Retail Trading Areas 
2B. Wholesale Trading Areas 
2C. Interregional Trade 
3. Bibliographies 
4. Buying and Purchasing 
5. Communication and Market News 
6 
7 


. Costs and Efficiency 
. Customer Analysis 

7A. Business Customers 
7B. Ultimate Consumers 

8. Financing 

g. Foreign Marketing (including Marketing by 
Domestic Firms in Foreign Countries, and 
International Trade) 

10. General Marketing Studies 

11. Government Regulation 

12. History and Trends 

1g. Integration 

14. Managerial Control (including Accounting 
Control, Inventory Control, Statistical Con- 
trol 

15. = Organization of Marketing Ac- 
tivities 

16. Marketing of Specific Goods and Services 
16A. Agricultural Goods and Raw Materials 
16B. Industrial Goods 
16C. Manufactured Consumers’ Gooc’s 
16D. Services 

17. Merchandising 

18. Prices and Price Policies 

1g. Related Subject Matter Fields 

20. Research and Research Techniques 

21. Retailing 

22. Risk 

23. Sales Management (including Salesmanship) 

24. Sales and Economic Forecasts 

25. Standardization and Grading 

26. Statistical Data (including Sources, Types, 
Revisions and New Series) 

27. Storage 
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28. Teaching of Marketing 

29. Theory of Marketing (including Competi- 
tion) 

30. Transfer of Legal Possession 

31. Transportation 

32. Wholesaling 

33- Unclassified 


1. ADVERTISING 


1.1 A Study of Duplication, Life, 9 Rockefeller 
Plaza, New York 20, New York, 1954, 
152 pp. [R.J.H.] 

In 1953 Life published “A Study of Four 
Media,” a report of audiences reached by se- 
lected magazines, radio programs, television 
shows, and a Sunday supplement. The duplica- 
tion study is based on the data gathered for the 
earlier study. The new report is restricted to 5 
publications and in addition to total audiences, 
the characteristics analyzed are limited to two, 
sex and income. It was found that the average 
issue of LIFE reached 26,450,000 persons and 
that in the course of 6 issues LIFE reached 
60,500,000 persons. Many other data are pre- 
sented in the report. 


1.2 Another New High for Ad Volume. Print- 
ers’ Ink, August 13, 1954, pp. 27-29. [s.B.] 


Complete 1953 expenditure reports indicate 
U.S. advertising volume continued to rise to a 


. grand total of $7.8 billion; both national and 


local advertising were up. All media except net- 
work radio showed increased national advertis- 
ing expenditures. The largest relative gains of 
national expenditures were made by TV, both 
network and spot; together they represent 20% 
of the total increase in national advertising ex- 
penditures. TV also showed the largest relative 
gain in local advertising media. 

For the first time, expenditures by national 
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advertisers in radi» and TV are separated into 
network and spot—i.e., non-network. 

This interviewer feels that these figures on 
advertising expenditures would be freed of ad- 
verse criticism by non-marketing people if they 
were accompanied by data on GNP or any other 
appropriate measure of business activity. Thus, 
it could be shown that these huge dollar volumes 
are relatively small compared to business vol- 
ume, also relative advertising expenditures are 
still below pre-war levels. 


1.3 New Punch in Coupon Offers. Genevieve 
Smith, Printers’ Ink, August 20, 1954. pp. 
31-32. [S.B.] 

Coupon merchandising is headed for new 
peaks. Led by P & G, the big food and soap- 
detergent manufacturers are on the eve of stand- 
ardizing their coupon for a new IBM machine, 
developed at their suggestion. In addition, P & G 
is boosting the price to retailers to 2 cents for 
every coupon they redeem. 

Innumerable coupons redeemable at food 
stores are circulating all the time. A medium- 
size super market in Manhattan today averages 
about $3 worth of coupons per cashier day. How- 
ever, more coupons are distributed in suburban 
areas than in the big cities. The percentage of 
coupons redeemed is a guarded secret but one 
big coupon service house estimates redemption 
to be from 20 to 70 per cent depending on pull- 
ing power of the product. 


1.4 $17.59 in Advertising Sold One Auto in 53. 
Advertising Age, August 9, 1954. pp. 3 ff. 
[s.B.] 


In 1953, total national advertising for auto- 
mobiles hit a record peak of $100 million, 40 
per cent more than in 1952. Sales were up also, 
rising 38 per cent; thus unit add costs hit a new 
high of $17.59 per car. 

Chevrolet, Ford and Buick were the advertis- 
ing leaders, each spending about $10.5 millions. 
In unit terms, however Chevrolet continued its 
perennial position as lowest advertising cost. 
Ford stepped up its advertising from $7 millions 
in 1952 to $10.3 millions in 1953 but sales rose 
even faster; Ford’s per car ad costs dropping 
from $9.55 per car to $9.24. 

Of the Big 3, General Motors spent the most, 
$36.9 millions, almost double the expenditures 
of either Chrysler Corporation or Ford Motor 
Co. In unit terms, Ford’s per car ad cost was 


lowest, General Motors next and Chrysler high- 
est. 


In studying budgets, it is apparent that the 
smaller companies or smaller makes attempt to 
keep up advertising competition with the lead- 
ers, hence their unit advertising costs are very 
high. With the exception of Kaiser, all makes 
spent at least $3 million in advertising—thus the 
spread between the biggest spender and the low- 
est spender was roughly 3 to 1. However, the 
spread in sales was 8, 10 or 12 to 1. Thus Willys 
was spending almost $75 per car in advertising 


compared to $7.94 for Chevrolet, $9.24 for Ford 


and $8.48 for Plymouth. 


1.5 Seasonal Ad Slumps are Ill Advised. Print- 
ers’ Ink, August 27, 1954. p. 16. [s.B.] 


A survey by the James M. Vicary Co. for Fam- 
ily Circle magazine discovered that women shop- 
pers think of Spring and Fall far in advance of 
their actual arrival date. However, just at the 
point when thinking of a new season is domi- 
nant in a shopper’s mind, consumer advertising 
takes a sharp drop. 

Spring enjoys the longest dominance—from 
mid-January through early June. Winter has the 
shortest mental dominance—from November to 
the middle of January. 


1.6 Unease on Magazine Row. Business Week, 
August 7, 1954. pp. 63-64. [s.B.] 

Today is apparently a day of ups and downs 
for the magazine trade. It’s a hard business to 
find set rules for—because you can always find 
the exception. The longer-term picture makes 
it plain that both in circulation and in revenues 
the trend is definitely up; yet the nearby view 
is cloudier. 

The latest figures on dollar advertising reve- 
nue indicate that in the first six months of this 
year, leading magazines in seven of the 12 groups 
garnered smaller ad revenues than in first-half 
1953- Last year, only two of the 12 groups were 
down from the preceding year. 

Some companies, notably Curtis, Hearst, and 
Time made gains in net profit last year, but for 
the most part, profits are down: overall they are 
running 2.8 per cent of sales. 

Circulation totals, like total advertising reve- 
nue, reached a new peak last year. However, 
these totals were reached by aggressive selling. 
Now some of the biggest publications are having 
trouble with newsstand sales. 

There are several explanations for magazine 
difficulties. The most obvious is the effect of TV. 
For more and more advertisers the finger points 
to television for the most effective medium for 
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his products. Thus, for the first five months of 
1954 network television increased its advertis- 
ing revenue by 43 per cent while all national 
advertising was up 9% and magazine up only 
2 per cent. Publishers say that the high cost of 
publishing is one of the major difficulties. How- 
ever Redbook says that magazine revenues are 
high enough so that publishers should be able 
to make a fair profit. The reason they don’t is 
that magazines spend disproportionate amounts 
of money in promotion devices to keep up circu- 
lation so that they can attract advertisers. They 
also spend a disproportionate amount to induce 
manufacturers to advertise and finally spend a 
disproportionate amount with merchandising 
and promotional services. 


1.7 What’s Effect of Consumer Deals. A. C. 
Nielson, Jr., Printers’ Ink, August 13, 
1954- 33-34- [8-B-] 

A study of Nielsen Food Index reports on 
retail store movements indicates that promotions 
seldom change the long-term trends of well- 
known brands. Sales gains resulting from pro- 
motions are often substantial but are only tem- 
porary—the brand’s share of market returning to 
the previous position it held prior to the pro- 
motion. This situation holds most strongly for 
brands that have shown declining share trends. 
Successive and frequent promotions by backers 
eager to regain their lost position generally pro- 
duce smaller and smaller sales results, even tem- 
porarily. On the other hand, Nielsen data indi- 
cate that deals may be highly successful in 
introducing and furthering the sale of new prod- 
ucts or broadening the market for products of 
limited distribution and use. 

It is concluded that, in general, it is more 
profitable for a manufacturer to pioneer a new 
product of improved or different characteristics 
than to imitate a successful competitor or at- 
tempt to maintain a sagging product by promo- 
tions. 


2C. AREA ANALYSIS: INTERREGIONAL 
TRADE 


2C.1 Location Theory and Trade Theory: 
Short Run Analysis, by Walter Isard, 
Quarterly Journal uj Economics, May, 
1954- Pp- 305. [R.J-H.] 

Isard states that a general and comprehensive 
location theory and a general and comprehen- 
sive trade theory are one and the same. Further, 


that commodity flow analyses show “the perva- 
sive, attenuating influence of distance, and the 
importance of an explicit consideration of dis- 
tance as a variable in trade analysis.” Both the 
short-run and the long-run aspects of the theo- 
ries are covered in this article. 


7B. CUSTOMER ANALYSIS: ULTIMATE 


CONSUMERS 


7B.1 Effects on Customer Traffic. Family Circle, 
25 West 45th Street, New York 36, New 
York, g pp. [R.J.H.] 

This brief report concerns a study made in 
three different areas. The purpose of the study 
was to determine the effects of Family Circle on 
customer traffic in shopping centers. The study 
shows that in each case the Family Circle read- 
ers shop the center more frequently than non- 
readers. 


7B. CONSUMER STUDIES 


7B.2 1954 Illinois Consumer Analysis, Illinois 
Daily Newspaper Markets, Springfield, 
Illinois. [R.J.H.] 


A brand preference study. 


7B.3 Consumer Analysis. Omaha World-Herald, 
1954, 110 pp. [R.J.H.] 
A brand preference study. 


7B.4 Minnesota Homemaker Survey No. 2, 
Minneapolis Star & Tribune, Minneapo- 
lis 15, Minnesota, 1954, 53 pp. [R-J-H.] 


The second home-interview study of products 
on hand and in use in Minnesota homes is now 
available. As usual, an analysis of brand prefer- 
ences reveals many interesting things. The data 
is presented for the state, Hennepin County, 
and the rest of the state. 


_7B.5 1954 Survey of Consumer Finances—The 


Financial Position and Commitments of 
Consumers.! Federal Reserve Bulletin, 
July 1954, Washington, D. C. [c.1.s.] 


The general financial position of consumers 
appears to have been well maintained in 1953. 
Money income was higher than in 1952 and, 


*This is the last of a series of three articles pre- 
senting the results of the 1954 Survey of Consumer 
Finances conducted by the Federal Reserve System 
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with prices little changed, the rise contributed 
to an increase in real income. Additions to 
liquid asset holdings were substantial and, ac- 
cording to Survey data, were broadly distributed 
through the population. On the negative side, 
however, there was a further large rise in con- 
sumer indebtedness. Survey data indicate that 
consumers with high incomes ($7,500 or more) 
had the largest expansion of consumer debt. 
More than one-third of the consumers with in- 
stallment debts were scheduled to pay them in 
full within nine months from the time of inter- 
view in early 1954. This proportion was some- 
what smaller for high income consumers than 
for others. 

In a study of a new area, the fixed financial 
commitments of consumers, the Survey found 
that the median payment for housing, security 
(insurance, etc.), and installment debt combined 
amounted to about $60 a month and that the 
median ratio of payments to disposable income 
was about 22 per cent at the beginning of 1954. 
Few consumers had committed more than 50 per 
cent of their disposable incomes for these three 
types of payments and 2 in every 3 consumer 
spending units had committed less than go per 
cent. Commitments were largest relative to in- 
come at middle income levels and among young 
married people with children. Consumers with 
above-average incomes and relative income sta- 
bility, such as professionals and clerical and 
sales personnel, had the highest ratios of fixed 
claims to income. 


7B.6 An Opinion Survey of Kansas City’s 
Women Shoppers. Community Studies, 
Inc., Kansas City, Missouri, 1954, 22 pp. 
[R.J.H.] 

The study revealed that less than 11 per cent 
of the women shoppers work in the downtown 
area. Further, approximately 55 per cent of the 
non-working shoppers use public transportation 
to get them to the downtown area. The latter 
figure conforms closely to an earlier finding by 
the same firm in ceynection with another survey. 


in cooperation with the Survey Research Center of 
the University of Michigan. The first article, pre- 
senting information on the economic outlook of 
consumers and their plans for purchasing durable 
goods and houses, was published in the March 
BULLETIN. The second article, published in the 
June BULLETIN, dealt with purchases of consumer 
durable goods and houses in 1953. The sampling 
procedure of the Survey and the limitations of the 
data are discussed in a technical note to the June 
article. 


7B.7 The Consumer Markets: 1954-1959. Gilbert 
Burck and Sanford Parker, Fortune Mag- 
azine, August, 1954. pp. 82-86 ff. [s.B.] 


In this article, the twelfth and last of their 
study of the Changing American Market, For- 
tune sketches out the opportunities and chal- 
lenges of the next five years. On the assumption 
that a $440-billion national product is attain- 
able in 1959, with leveled-off government spend- 
ing, consumers’ cash income after taxes would 
amount to nearly $280 billion (all figures in 
1953 dollars). This will mean that consumers’ 
cash income in 1959 will be $57 billion more 
than in 1953; real cash income per capita will 
grow 15.6 per cent in the six years, 1953 to 1959; 
there will be a sharp expansion in the number 
of families with $7,500 in cash after taxes. 

The challenges arise from the facts that post- 
war backlogs of consumer demand have disap- 
peared and it is hard to see in the immediate 
offing any new products which will have a smash- 
ing impact on the market. Therefore, barring 
the terrible demands of all-out war, U.S. indus- 
try and commerce must rely on their ability to 
vary, improve and innovate in what will be a 
very competitive market. They must generate 
within themselves the driving forces which will 
keep them abreast of the market and keep the 
market abreast of its potential. 

The prime target for this effort will be the 
families around the $7,500 level who will consti- 
tute a kind of consumption norm for the coun- 
try. These are the group now in the $5,000- 
7,500 level. They are the nation’s best customers 
for durables, in terms of percentage of income 
going into these goods. Thus the news that the 
number of family units in this bracket could in- 
crease by as much as 43 per cent by 1959 is good 
news for everyone with goods to sell. 

Two apparently paradoxical facts support the 
American economy. On one hand, people on 
every income level, for more than 50 years, have 
been saving an ever smaller percentage and 
spending an ever larger percentage of their in- 
comes. Yet, over the years, the overall level of 
consumer savings has held almost constant at 7 
per cent of cash income. This has come about be- 
cause the number of people in the higher-saving 
higher-income brackets has increased almost ex- 
actly enough to compensate for the reduced per- 
centage of saving by all groups. The dynamism 
of the American economy arises because those 
people whose real income is rising increase their 
spending. People spend more of their income 
because there are more and more things to buy. 
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Of the 12 major categories of consumer ex- 
penditure, the four with the best prospects of ex- 
pansion in the next five years are: food, housing, 
home operation and auto transportation and 
transport fees. The four categories under strong- 
est pressure are: alcohol and tobacco; clothing; 
household durables; and autos. 


8. FINANCING 


8.1 Consumer Credit Contraction. Survey of 
Current Business, May 1954, U.S. Depart- 
ment of Commerce, Washington, D. C. 
[c.H.s.] 


In the first quarter of 1954, for the first time 
in many years, consumers reduced their aggre- 
gate liability on short- and intermediate-term 
debt outstanding. The only previous occasions, 
aside from seasonal movements, that debt out- 
standing has contracted appreciably since the 
outbreak of World War II were attributable to 
the imposition of credit controls, first in 1942 
and then in 1950. 

In the January-March quarter, consumer 
credit outstanding contracted somewhat more 
than is usual for that season of the year. Most 
of the contraction occurred in installment credit, 
but noninstallment credit also declined owing 
¢hiefly to the substantial payments against 
charge accounts. 

Increased supplies of consumer credit made 
available by financial institutions and retail out- 
lets, as well as the growing disposition of con- 
sumers to supplement their disposable income 
and liquid assets by making use of such short 
and intermediate term credit, have contributed 
to the rapid post-war growth of economic activ- 
ity. An idea of the relative importance of the use 
of this credit instrument is obtained by com- 
paring the annual net increases in credit with 
the corresponding changes in disposable per- 
sonal income and consumption expenditures. 
In 1949, for instance, the only postwar year in 
which personal income declined from the pre- 
ceding year, the net new consumer credit was 


in other postwar years, however—excluding 1951 
when credit expansion was restricted by govern- 
ment controls—net new credit has been equiva- 
lent to from 11 to 44 per cent of the annual in- 
crease in consumer expenditures and from 15 to 
44 per cent of the annual increases in disposable 
income. Last year, net new credit expansion was 
equal to 24 per cent of the rise in personal dis- 
posable income and to a little more than one- 


just equal to the rise in consumer expenditures; ' 


quarter of the increase in personal consumption 
expenditures. 

In no postwar year so far have consumers 
failed to expand their use of credit. If and when 
they do so, the net contraction will tend to ab- 
sorb disposable personal income, and unless 
otherwise offset, to restrict their buying. 


11. GOVERNMENT REGULATION 


11.1 Let’s Get Cost Pricing Out of Our Laws, 
by Robert W. Austin, Harvard Business 
Review, May-June, 1954, pp. 67. [R.J.H.] 

4 he dangers of using cost as a determinant of 
price in a competitive economy are discussed. 

Austin states that we should “get it out of the 

antitrust laws.” The development of the cost 

concept is traced through the various periods 
from the Clayton Act to present FTC actions. 


11.2 Enforcing Fair Trade. Richard Y. Giles, 
Printers’ Ink, August 20, 1954. p. 92. [s.B.] 


Albert A. Carretta, the lame duck commis- 
sioner of the F.T.C. said that manufacturers who 
do not bother to enforce fair trade contracts 
while they sell simultaneously to the regular re- 
tail trade and discount houses are guilty of un- 
fair methods of competition. 

Retailers could take two actions against such 
practices. They can complain to the Federal 
Trade Commission and ask for cease-and-desist 
orders under Section 5 of the F.T.C. Act. Also, 
they could join together in their own communi- 
ties to seek injunctions against discount houses. 
This latter action would be particularly effective 
because they could enjoin price cutting on all 
fair-traded products and not just on one par- 
ticular brand. 


16B. MARKETING OF INDUSTRIAL 
GOODS 


16B.1 Building Boom Getting Bigger. U.S. 
News & World Report, Sept. 17, 1954- 
pp- 96-100. [s.B.] 

Construction: Unexpected Boom. Business 
Week, Sept. 18, 1954. pp. 30-32. [s.B.] 


Both articles agree that the amazing U.S. con- 
struction boom is still booming. The forecasters 
at the turn of the year all agreed that 1954 con- 
struction would be 2 per cent down from 1953- 
Now it appears that 1954 will see a new peak in 
construction for the ninth year in a row. The 
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drive forward is due chiefly to commercial build- 
ing—stores, warehouses, offices, up 30 per cent; 
and residential building up 6 per cent; both 
compared to the same period last year. 

Thomas S. Holden of F. W. Dodge Corp. be- 
lieves that the two basic factors behind the build- 
ing boom are the rapid growth in population 
and the steady rise in living standards. The 
Dodge figures indicate a strong trend toward 
large, more costly houses, with more built-in 
conveniences. Building for sale, by the so-called 
speculative builder, has shown the fastest rise 
in the home field in the past year. Because of 
the baby boom, school space is becoming more 
and more crowded; the trend in school building 
has not yet moved into proper ratio to home 
building. Other community construction is also 
lagging; water systems, roads, hospitals, etc. 
Thus the home building boom of today contains 
the stimulus for a public building boom next 
year. 


16B.2 The Dynamic Market for Capital Goods. 
Gilbert Burck and Sanford Parker, For- 
tune, September, 1954. pp. 100-104 ff. 


[s.B.] 


Fortune is following its capital series on con- 
sumer goods markets with a four-part series on 
capital goods. The $36 billion capital goods 
market is probably America’s most critical and 
sensitive market due to its “accelerator” effect 
on the economy as a whole, as well as the con- 
stant need to improve the quantity and efficiency 
of the U.S. piant. 

The capital goods forecast for 1959, based 
upon an estimated GNP of $440 billion, is for 
nearly $45 billion, more than 25 per cent more 
than 1954. However, achievement of this goal 
depends upon high consumer income and a low 
level of consumer savings. The chances for 
achieving this goal, looking at demand for capi- 
tal goods, seem good. Retirements and replace- 
ment need of capital goods are rising and will 
almost inevitably continue to rise; equipment, 
which is shorter lived than plant, has been ac- 
counting for a steadily larger portion of capital 
outlays. It is estimated that in 1959, $23 billion 
will be spent for replacement and $19 billion 
for expansion of U.S. capital stock. The $19 
billion expansion figure is based upon a long- 
run average growth of capital, rather than the 
unusually high post-war pattern. The $42 billion 
total is a middle projection, the figure could be 
$6 billion either way. 

The projections are largely based upon past 


trends and omit what Fortune feels is tremen- 
dously important—the dynamics of research 
which can have a great impact upon capital ex- 
penditures. The successful use of research and 
innovation can have great effects on “conven- 
tional” plant and equipment, the atomic-energy 
installations at Paducah demanded a tremen- 
dous expenditure on ordinary power equipment. 
Businessmen are practicing progressive obsoles- 
cence of their productive plants. Also with wage 


rates based more and more on nation-wide bar- © 


gaining, individual companies can maintain 
competitive positions only by improving pro- 
ductivity—this means the creation of new ma- 
chines or new combinations of old machines to 
do jobs formerly done by men. 

The financing of this capital goods expansion 
is likely to come from depreciation charges; by 
1959, corporate depreciation charges should 
amount to nearly $20 billiou or considerably 
more than half of all corporate outiays. The 
new tax law liberalizes depreciation practices 
for new investment. The big question facing the 
capital goods market is the regularization of 
capital goods demand, leading to non-cyclical 
planning. Long-term planning is on the increase. 
Machine-tool manufacturers who seem to have 
the most cyclical pattern of all are finding out 
that they can even out their demands by leasing 
equipment, rather than selling it outright. 


16C. MARKETING OF MANUFACTURED 
CONSUMERS’ GOODS 


16C.1 Consumer Durable Goods Markets. Fed- 
eral Reserve Bulletin, May 1954, Wash- 
ington, D. C. [c.u.s.] 


Output of passenger automobiles and major 
household durable goods has increased moder- 
ately from the reduced rates of late 1953. Auto- 
mobile markets have become more active in re- 
cent months and auto sales have been only 
moderately below last year’s high rate. Con- 
sumer takings of household durable goods have 
approximated the large volume of a year ago. 
With production generally below final takings 
since last autumn, business inventories of con- 
sumer durable goods, except new cars, have been 
reduced. 

Output, sales, and inventories of consumer 
durable goods usually fluctuate widely in pe- 
riods of general expansion and contraction in 
the economy, and this development has been 
repeated in the past two years. From the spring of 
1952 to May 1953, output of consumer durable 
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goods rose more than one-third, as measured 
by a new index for these goods. Total industrial 
production meanwhile increased about one- 
seventh. After early 1953 consumer buying of 
durable goods leveled off and then declined, and 
in the last five months of the year total output 
of consumer durables was reduced about one- 
fifth, while industrial production decreased one- 
twelfth. The changes for consumer durable 
goods reflected largely fluctuations in the major 
items. 

This year output of major consumer durable 
goods has increased one-tenth from the reduced 
rate reached at the end of 1953 as output of both 
autos and major household goods has risen. The 
revised index for major goods in April is indi- 
cated to be 125 per cent of the 1947-49 average, 
as compared with about 150 in mid-1953 and an 
average of 105 in the spring of 1952. Since mid- 
February the number of autos sold at retail or 
exported has been close to the rate of current 
output, while sales of major household goods 
have exceeded the rate of output since last au- 
tumn. 


16C.2 Toy Selling. Department Store Econo- 
mist, 100 East 42nd Street, New York 17, 
New York, 16 pp., 1954. [R.J-H.] 


A survey of toy merchandise managers across 
the country revealed that toy promotion is very- 
seasonal. Sales and advertising are both heavily 
concentrated at the Christmas season, with 49 
per cent of the year’s sales and 50 per cent of 
the ad budget the median for December. 
Twenty-five per cent of the reporting firms do 
no promotion in seasons other than Christmas. 
As a side light, most of the reporting managers 
felt that brand names help sell toys although 
the importance of the brand in relation to other 
factors was not discussed. 


16C.3 Beer: Still Fermenting in 1954. Business 
Week, July 3, 1954. pp. 68-69. [s.B.] 

Brewery Ad Costs Per Barrel Up 5.5% in 1953. 
Advertising Age, August 16, 1954. pp. 2, 
52. [S.B.] 

This pair of articles deals with the increasingly 
severe competition in the brewing industry: 
Business Week looked at sales; Advertising Age 
at advertising. 

The big 1953 news was the Milwaukee strike 
but there were other trends which are continu- 
ing, increasing domination of the industry by 
the top 25, packaged beer continuing its inroads 
on draught, and finally expansion into new ter- 


ritories by means of branch breweries. On the 
West Coast, Liebmann, Pabst, Schlitz, Hamm 
and Anheuser-Busch now have branches in or 
around Los Angeles. With this capacity shifted 
to branch breweries, the majors may cut price 
to replace their own export volume in their 
home market, thus wiping out the premium beer 
price differential. Or so prophets say after the 
recent Anheuser-Busch price cut in St. Louis. 
1953 beer sales were down 1.2 per cent com- 
pared to 1952 for the 18 leading breweries but 
their unit advertising costs were up 5.5 per cent. 
These measurable costs are for national media 
only, leaving out radio and TV talent, and repre- 
sent slightly more than one-third of total beer 


-advertising and promotion expenditure, how- 


ever. Ten of the 18 increased tneasurable adver- 
tising in 1953 over 1952. The new leader in sales 
is Anheuser-Busch whose sales rose 11.2 per cent 
but whose advertising expenditure rose 80.9%. 
Schlitz was still the largest beer advertiser but 
its sales suffered from the 77-day Milwaukee 
strike during the season’s peak. 

The smaller breweries use non-measurable 
local media to a much greater degree than the 
largest breweries but it is interesting to note 
that 3 out of the 5 top volume brewers spend 
over 5 cents per case for advertising while those 
below the top 5 average about 2 cents per case. 

The marginal cost of the fourth or fifth mil- 
lion barrels of beer must get to be very high. 
Business Week points out that the ratio of net 
income after taxes to gross sales was down to 
4-9 per cent in 1953 compared to 8.6 per cent 
in 1950. 


16C.4 Has the Chlorophyll Wave Collapsed? 
Lawrence M. Hughes, Sales Management, 
July 15, 1954. pp. 36-37 ff. [s.B.] 

The flow and ebb of the chlorophyll boom is 
best demonstrated by the pattern of sales. In 
August 1950, sales of basic chlorophyll to manu- 
facturers was 200 pounds a month; in December 
1952 it was 10,000 pounds a month; in July 
1954 it was 2,000 pounds a month. The present 
users concentrate on chlorophyll’s ability to com- 
bat odor and to aid in wound healing. The ma- 
jor products involved are toothpaste, dog foods 
and chewing gum and mints for the human 
breath. 

It is claimed that the collapse of the green 
wave came, not from too-weak preparations nor 
too-strong claims, but from the charge that for 
all its then-major purposes chlorophyll was use- 
less—if not actually harmful. 
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However, there is currently some sound evi- 
dence for the value of chlorophyll in the deodor- 
izing of human wounds and its ability to deodor- 
ize men and animals in certain forms. 

Chlorophyll producers are working hard on 
their public relations to tell the facts of the in- 
dustry and to meet unjust attacks. The chloro- 
phyll product with possibly the strongest posi- 
tion is Clorets, which reverses the typical pattern 
in the chewing gum industry by attracting adults 
to buy this higher priced product. Chlorophyll 
toothpaste, though highest in total dollar vol- 
ume, is showing a decline in share of market 
with anti-enzymes as the new white hope. 


16C.5 What Will Color Do to Television Sales. 
Business Week, August 21, 1954. pp. 
44-46. [s.B.] 

Amid all the talk of the imminence of color 
television, one thing is plain: Black and white 
television is going out like a lion—if it’s going 
out at all. Retail sales of 2.8 million sets for the 
first half of 1954 topped first-half sales of both 
1952 and 1953, came close to 1951’s unofficial 
record of slightly over 2.8 million sales. 

Despite these good sales figures, there is still 
a good amount of uncertainty in the TV busi- 
ness. The prospect of color TV has knocked out 
the big elaborate console. It has helped keep 
black and white set prices low. 

So far the market for color TV sets has shown 
that consumers won’t pay big money for a small 
screen color picture. Two companies—CBS-Co- 
lumbia and Motorola—say big screen color sets 
are due any day now but the rest of the industry 
is hanging back. The most optimistic people 
now put color TV output at a maximum of 
100,000 sets, some estimates run as low as 15,000. 

The consensus is that black and white will 
probably hold up well through ’55 and partly 
into ’56. There is no agreement on whether the 
spread of color will mean the end of black and 
white. Black and white may eventually find its 
place as the second set in people’s homes. 


18. PRICES AND PRICE POLICIES 


18.1 The Price of Drugs. Economist, August 21, 
1954» PP- 597- [RJ-H-] 

Decisions on new capital projects for drug 
manufacturers are being held in suspense until 
England’s Ministry of Health determines the 
policy toward the pricing of drugs. Recent stud- 
ies show that a surprisingly small difference in 


price exists between proprietary (branded) and 
standard (as listed in England’s “National For- 
mulary”) drugs. Detailed costs of prescribed 
drugs have been examined by the Ministry of 
Health. Interesting is the peculiar kind of sell- 
ing involved in this industry where important 
expenditures are made for keeping the proprie- 
tary name before the medical eye, the only 
source of orders. Pricing is considerably compli- 
cated by research and production, for a product 
can become outmoded or a process superceded 
long before the plant to produce it has been 
written off. 


20. RESEARCH AND RESEARCH TECH- 
NIQUES 


20.1 Census Housing Research Studies. Bureau 
of the Census, Department of Commerce, 
Washington, D. C. [c.H.s.] 


At the request of the Public Housing Admin- 
istration, the Bureau of the Census has com- 
pleted housing research studies in Dallas, Texas, 
and Middletown, Connecticut. The studies are 
part of the continuing research program for the 
series of regular Family Income and Rent Sur- 
veys which the Bureau has been conducting for 
local housing authorities through the Public 
Housing Administration. The surveys obtain 
current data on income, rent, and size of renter 
families living in units which in the 1950 Census 
of Housing were enumerated as renter-occupied 
and substandard as defined by the Public Hous- 
ing Administration. The purpose of the regular 
surveys is to provide information to the local 
housing authorities to help them establish in- 
come limits for eligibility and continued occu- 
pancy of families in the public housing projects 
under their jurisdiction. 


20.2 A Briefing for Business on Motivational 
Research. Gerhart D. Wiebe, Tide, Sep- 
tember 17, 1954, pp. 33-48. [s.B.] 

Motivational research is finding out how to 
make the market less resistant to your advertis- 
ing and sales effort. It is not a substitute for a 
sound advertising and marketing program but is 
an additional tool to be used with the better 
known phases of modern merchandising. 

Wiebe distinguishes motivational research 
from the usual kind of market research by stat- 
ing that people don’t know they know many of 
the things they tell motivational researchers. 
And without special training, interviewers don’t 
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get many of the things people tell motivational 
researchers. These situations arise because mo- 
tivational researcr deals with pre-conscious and 
unconscious thoughts and feelings. Pre-conscious 
thoughts and feelings are those which are not 
part of your everyday thinking pattern but can 
be recalled like the name of your grade school 
teacher. Thanks to Freud, we know that the un- 
conscious represent those feelings which are not 
allowed to come to the surface but exert strong 
influences on behavior, nevertheless. 

The motivational researcher looks for the ra- 
tional or irrational pushes, drives, predisposi- 
tions, impulses, prejudices, fears and desires that 
cause people to act as they do toward the prod- 
uct or situation being studied. If the findings are 
bizarre, this should not cause surprise, because 
the basic reason for motivational research is to 
uncover things that don’t exactly fit under the 
heading of common sense. 

The basic tools of motivational research are 
two: the depth interview and the projective tech- 
nique. The depth interview is a long rambling 
interview directed skillfully by an interviewer 
who tries to not let the direction show. Depth 
interviews, properly conducted, yield informa- 
tion from the conscious and pre-conscious levels 
and may also provide glimmers of unconscious 
motivations. 

The projective techniques are used to provide 
information on unconscious motivations. Essen- 
tially they provide respondents with comfortable 
and acceptable ways of giving information they 
could not or would not give in simple words. 
However, this information is often coded into 
symbolic or innocuous form which must be de- 
ciphered by trained psychologists. 


20.3 How to Use Magazine Readership Studies. 
Leo Bogart, Printers’ Ink, August 6, 
1954. pp. 50-56. [s.B.] 

The answer to the title’s question is, “With 
caution.” Dr. Bogart’s article is a discussion of 
the difficulties one runs into in evaluating cur- 
rent magazine research. He points out that most 
problems in utilizing magazine research arise 
from the fact that the people who order and pay 
for the studies (publishers) have different objec- 
tives than those who ultimately use the findings 
—advertisers and their agencies. Besides, the 
highly competitive nature of the publishing busi- 
ness affects its research: a publication tends to 
order the type of study which is most likely to 
produce a good case. Concentrating on readers 
as markets rather than audiences, magazines 


have not demonstrated how their own special 
character—its content, style and tone—is reflected 
in the special character of its reading public at 
the time of reading. 


20.4 Just How Important is Readership; Out- 
standing Findings in Readership Studies. 
Daniel Starch, Advertising Agency and 
Advertising & Selling, Aug. 1954, pp. 
58-59, September 1954, pp. 54-55 ff. [s.B.] 


These two articles are the start of a series by 
the dean of media researchers, Dr. Daniel Starch, 
summarizing the results of 23 years of reader- 
ship research, covering a total of 500,000 adver- 
tisements. The first thing to be discovered was 
that advertisements differ enormously in reader- 
ship. 

It is ABC that an advertisement can influence 
only those who read it. But only recently has it 
been found that the percentage of prospects 
among the readers of advertisements is more or 
less constant. Therefore, the more readers an 
advertisement attracts, the more prospects it at- 
tracts. There is some indication that two-page 
four-color advertisements tend to attract a 
slightly larger proportion of prospects. Freak, 
spectator-catching attention devices may do just 
that but they also show up very poorly when one 
moves from the loosest definition of readership 
“Noting” to the next criterion, “Seen-Associ- 
ated” which implied relating the ad to a product 
or advertiser. 

A parallel and perhaps causal relationship to 
the phenomenon of constant proportion of pros- 
pects among advertisement readers is a constant 
proportion of thorough readership among ad- 
noters. It must be understood, however, that 
these are statistical relationships with deviations 
around a mean. On the average, out of 100 
noters, go will read enough to associate the prod- 
uct with the advertisement and 20 will read half 
or more of the text; 5-to-6 noters will be in-the- 
market prospects. 


20.5 New Way to Measure Outdoor May Mean 
an “Audit” for the Medium. Tide, Sep- 
tember 11, 1954, pp. 58-59. [s.B.] 

Alfred Politz has developed a means of audit- 
ing the circulation of outdoor panels by means 
of photographs taken from the top of outdoor 
signs; the system works both day and night by 
infra-red film. The people who can see the 
poster are those who can be seen from the poster. 
To get the number of people who see the poster, 
you “blow up the pictures, count the number of 
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eyes and divide by two.” The photograph time 
sequence is based on Latin square sampling— 
clusters of three-second sequences are taken at 
8 A.M. one day, 8:15 A.M. the next day and so 
on. Thus the sampling takes place over many 
weeks. There is no sample for locations, how- 
ever, each panel location is audited individually. 


21. RETAILING 


21.1 Sales-Inventory Position of Retailers. Sur- 
vey of Current Business, June 1954, U.S. 
Department of Commerce, Washington, 
D. C. [c.H.s.] 


Sales at retail stores have moved at a fairly 
steady rate so far in 1954, averaging for the first 
4 months of the year 2 per cent below the dollar 
sales of the same months of 1953. Consumer in- 
come after taxes, higher than in the early months 
of 1953, has been a major factor in this relatively 
favorable showing. However, the comparative 
weakness which has characterized durable goods 
sales has reflected a less urgent demand for large 
unit expenditure items, such as automobiles, and 
a lessened willingness on the part of individuals 
to incur installment debt. 

Retail commodity prices have, on the average, 
been quite steady, with the current price index 
about the same as a year ago and within 1 per 
cent of the high point last summer. It thus ap- 
pears that the physical volume of goods passing 
through retail channels has been rather stable 
over the past year or so and is currently at a 
near-record rate. As pointed out later in this re- 
view, however, there have been substantial 
changes by commodities and by geographical 
areas. 

Retailers of automobiles and other durable 
goods by spring of 1953 had replenished stocks 
depleted during the 1952 steel strike, and inven- 
tories at that time were adequate for the going 
rate of sales. Stocks continued to rise through the 
late spring and summer and, with the easing of 
sales, led to a reduction in the flow of business to 
manufacturers. 

While the change from accumulation to liqui- 
dation of inventories in retailing and elsewhere 
had an important impact on output and em- 
ployment, the actual reduction in retail stocks 
was not large. The seasonally adjusted total of 
retailers’ stocks moved from $22.9 billion at the 
end of last September to $22.6 billion this past 
April. There appeared to be a tendency on the 
part of many retailers to deplete the more heav- 
ily overstocked items through sales promotions, 


and to follow a policy of reordering only those 
items necessary to meet immediate demand. 

Despite the downward movement of stocks 
toward the year-end the ratio of stocks to sales 
had moved from 1.5 months of sales in January 
1953 to 1.6 months at the year end. This ratio 
has held quite stable thus far this year. The ratio 
of stocks to sales currently is only slightly lower 
than in 1951 and above any other year since 
1939, with the exception of 1942, when during 
the early months of the war retailers rushed to 
stock up on prospectively scarce items. With the 
modest spring improvement in sales there ap- 
pears to be no tendency at the moment to reduce 
retail inventories. 

Automobiles had a special position in the re- 
cent inventory picture. Following the abnor- 
mally low point caused by the 1952 steel stop- 
page, retail passenger car stocks rose sharply 
through last September, and then were reduced 
moderately during the 1954 model changeovers. 
The rise was resumed in early 1954. This pat- 
tern in automobile stocks along with pro- 
nounced changes in sales has resulted in wide 
fluctuations in stock sales ratios. 

A major share of the dollar gain shown in re- 
cent years for grocery stores has accrued to the 
larger chains. Sales of grocery chains with 11 or 
more outlets, which now amount to 38 per cent 
of total grocery store sales, accounted for the 
major part of the sales increase in this field over 
the past year. 

The recent gain in the relative importance of 
grocery chains reflects a continuation of the 
long-term trend to chain operation in this field 
which was interrupted briefly during the war 
years. It may be noted that nonfood chains gen- 
erally did not increase their proportion of total 
sales over the past few years. 

The basic underlying factor in the postwar ex- 
pansion of food store sales has been the high 
and rising incomes of consumers. Since 1946— 
and after an apparent upward shift from prewar 
in food expenditures relative to income—outlays 
for food have increased by more than 50 percent, 
approximately the same relative increase as in 
disposable personal income over the same pe- 
riod. Total spending on food currently takes. 
slightly more than one-fourth of disposable in- 
come—before the war the proportion was typ- 
ically somewhat less than one-fourth. 

An important factor in the retail sales posi- 
tion in the recent period has been the main- 
tenance of consumers’ disposable income. Al- 
though total personal income has declined, the 
reduction in income taxes tended to keep first 
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quarter disposable personal income steady. Since 
sales in this period had edged downward, the ra- 
tios of sales at retail stores to disposable income 
declined further—from over 67 per cent in the 
fourth quarter to a little over 66 per cent in the 
first. This is down from an average of 69 per 
cent in 1953 and 7o per cent in 1951 and 19532, 
though still above the ratios reached in years 
prior to World War II. 


21.2 Super Market Merchandising. SMM’s An- 
nual Analysis, August, 1954, p. 35- [R-J-H.] 


The super market industry reported 1953 sales 
12.5 per cent higher than the previous year. 
Grocery departments jumped 13.79 per cent, 
meats increased 12.39 and produce showed a 
gain of 6.38. Gross margins climbed from 17.87 
per cent to 18.35 per cent, but net profits after 
taxes went down from 1.22 to 1.11 per cent. The 
downtrend in net profits can be traced to the 
uptrend in operating costs. The report also con- 
tains other information of a more detailed na- 
ture. 


21.3 The Off-List Revolution. E. B. Weiss, Ad- 
vertising Age, August 16, 1954, pp. 76-85; 
August 23, 1954, pp. 67-72; August go, 
1954, PP. 47-52; September 6, 1954, pp. 
27-36. [s.B.] 

Weiss attempts to focus attention on off-list 
selling, no matter who does it and no matter 
how it is done. Discount houses, he finds, are 
only one of a score of off-list shopping devices, 
and by no means the most important one: prac- 
tically every conceivable line of merchandise is 
seriously affected and a real marketing revolu- 
tion is on its way. 

In the first of these four articles, Weiss classi- 
fies the types of manufacturers, wholesalers and 
retailers who are entering into off-list selling. 
The discount house is only one out of 19 types 
of off-list sellers. Weiss remarks that more mer- 
chandise is sold off-list by the “legitimate” than 
by the “illegitimate” dealer. The second article 
discusses how illegitimate or irregular outlets get 
their inventories and what trade practices tend 
to supply inventory accumulation by the dis- 
count operator. Supply comes directly from 
manufacturers and wholesalers and deviously 
from dummy wholesalers and transshippers. Fac- 
tors aiding off-list selling are: unrealistic pricing 
by manufacturers; unwise diversification of 
lines; unwise handling of new models; unwise 
purchase quota plans; the manufacturer’s war- 
ranty; and fair trade practices which are unre- 


lated to a manufacturer’s total marketing, mer- 
chandising and advertising program. 

Weiss, in the third article, turns to the de- 
fenses manufacturers, wholesalers and retailers 
are using against the inroads of off-list selling. 
He concludes that most of these actions are duds, 
that the clock cannot be turned backwards for 
many lines. On the other hand, Doeskin and 
G.E.’s Small Appliance Division are cited as 
companies who are successfully using vigorous 
defenses of fair trade. The fourth article fore- 
casts the future: new-type outlets and new tech- 
niques of low-cost retailing; a great stimulation 
of distributor-controlled and store-owned brands; 
downward revisions in manufacturers’ pricing 
schedules, including retail margins; and in- 
creased emphasis on advertising to produce the 
customers to fill the selling assembly lines. Weiss 
believes that, as is true for any technique that 
lowers prices, off-list selling will ultimately 
broaden markets for many merchandise lines. 


21.4 The Shopping Center: Back Where It 
Started. Business Week, July 17, 1954, pp. 
106-108. [s.B.] 


One of Europe’s oldest merchandising ideas— 
the marketplace—has returned to Holland, all 
dressed up in modern American style as a shop- 
ping center. Lynbaan, near Rotterdam is the first 
modern shopping center in Europe. It was re- 
garded as a foolish gamble by many. But after 
it started, 66 separate retailers, representing 
some 36 different categories of consumer goods 
and services have sét up shop along Lynbaan’s 
L-shaped plaza, and more are clamoring to get 
in. 

In the interchange of shopping center mer- 
chandising between Europe and the U.S., Lyn- 
baan has some new thoughts that may well in- 
fluence U.S. centers. The big convenience of 
Lynbaan is that it is located right downtown. All 
vehicular traffic is barred from the plaza except 
for one thoroughfare crossing the long arm of 
the L—thus giving pedestrians a feeling of spa- 
ciousness and safety. Outside the plaza, Lyn- 
baan has a large American-style parking lot, 
‘which has racks for bicycles and motor-scooters. 

Lynbaan merchants feature American lines of 
goods and use American selling methods. Mem- 
ber merchants say they are striving for a more re- 
laxed, informal atmosphere than usually is 
found in European siores. The center boasts a 
complete line of quality clothing, home furnish- 
ings, sporting s,0ods, musical instruments, photo- 
graphic and stationery supplies. There are also 
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several restaurants, pharmacies and cleaning es- 
tablishments. 


26. STATISTICAL DATA 


26.1 Census Survey of Expenditures on Resi- 
dential Properties. Bureau of the Census, 
Department of Commerce, Washington, 
D. C. [c..s.] 


A national survey of expenditures by home 
owners on residential properties has been com- 
pleted by the Bureau of the Census. Statistics 
were collected on materials, tools, and equip- 
ment which home owners purchased, and labor 
costs and contract jobs which they had done in 
connection with repairs, replacements, altera- 
tions, improvements, and ad/itions to their 
properties since the first of the year. Information 
on expenditures in this field is an indicator of 
business activity and is of considerable interest 
to business in planning production programs. 

Prior to the national survey, a study was made 
of a sample of households in Charlotte, North 
Carolina to test concepts and procedures. Per- 
sonal interviews were conducted witi four pan- 
els of home owners in four successive weeks. The 
study also included a test of the use of a self- 
enumeration questionnaire and a diary-type 
form on which the respondents recorded day-by- 
day purchases. 

In the national survey, questionnaires were 
mailed to a sample of approximately 5,000 home 
owners, who were requested to record their ex- 
penditures during the month of May and the 
preceding months of the calendar year. Begin- 
ning June 1, a follow-up of approximately 2,000 
of these households was conducted by personal 
interviews with the head, wife, or other quali- 
fied member of the family, to review and com- 
plete the form. The results of the survey relating 
to total expenditures by home owners for so- 
called “fix-up” will be available in a forthcom- 
ing census release on the subject. 


26.2 Continuation of Historical Statistics of the 
United States. Bureau of the Census, De- 
partment of Commerce, Washington, 
D. C. [c.ns.] 


The Bureau of the Census has recently issued 
the “Continuation to 1952 of Historical Statistics 
of the United States, 1789-1945.” This publica- 
tion presents data for 1946 to 1952, for the cur- 
rent series shown in Historical Statistics, and 


also presents the latest revisions for many of the 
series included in that volume. 

Copies of the “Continuation to 1952 of His- 
torical Statistics of the United States, 1789-1945,” 
at 55 cents a copy, and copies of “Historical Sta- 
tistics of the United States, 1789-1945” (now in 
its fourth printing) at $3.25 a copy, may be ob- 
tained from the Superintendent of Documents, 
Government Printing Office, Washington 25, 
D. C. 


26.3 Farm Income and Gross National Prod- 
uct. L. Jay Atkinson and Carl Jones, Sur- 
vey of Current Business, August, 1954, 
pp. 18. [R.J.H.] 

Farm production has continued at a high rate 
in 1954. Livestock and livestock products mar- 
ketings in the first half of the year ran ahead of 
the corresponding period in 1953. The expan- 
sion in output in the past three years has ex- 
ceeded demands and has resulted in larger carry- 
over of stocks. Cash farm receipts were two per 
cent below a year ago in the first half. As pro- 
duction expenses have remained relatively firm, 
net farm income declined about $4 billion from 
1951 to 1953- 


26.4 New Indexes of Output of Consumer Du- 
rable Goods. Federal. Reserve Bulletin, 
May 1954, Washington, D. C. [c.1.s.] 


The Federal Reserve Board’s monthly index 
of output of major consumer durable goods has 
been revised to incorporate information devel- 
oped recently in revising the index of industrial 
production and to introduce new allowances for 
seasonal variation. The coverage of the index 
has been expanded and in addition new output 
indexes have been developed for other consumer 
durable goods, including automobile parts and 
tires and miscellaneous home and _ personal 
goods. These new indexes and the revised index 
for major consumer durable goods have been 
combined to provide a new monthly measure of 
total output of consumer durable goods for the 
period beginning January 1947. 

Reexamination of the major consumer du- 
rable goods index was considered desirable in 
view of the availability of improved data and 
the marked changes in this strategic sector of 
the economy since the index was first published 
in October 1951. Expansion through mid-1955 
and subsequent contraction in the nation’s out- 
put were particularly evident in major consumer 
durable goods. Wide fluctuations in output were 
accompanied by marked variations in business 
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inventories as retail sales fluctuated less than 
production. Also, seasonal variations in both de- 
mand and output became more pronounced for 
these highly volatile products late in 1951. More- 
over, certain relatively new products became suf- 
ficiently important to require representation in 
the index. 

The levels as well as the monthly movements 
of the revised index for major goods are gener- 
ally similar to those of the old index. The effect 
on levels of the addition of rapidly growing 
items such as room air conditioners has been off- 
set by the addition of established products such 
as heating apparatus. Differences in monthly 
changes of the new and the old indexes largely 
reflect changes in the allowances made for sea- 
sonal variation, notably for passenger automo- 
biles, television, and major appliances. 


26.5 Revised BLS Techniques for Estimating 
Housing Starts. Bureau of Labor Statis- 
tics, Department of Labor, Washington, 
D. C. [c.H.s.] 


The Housing Starts press release issued by the 
Bureau of Labor Statistics in mid-July presents 


‘figures based on recently revised techniques for 
estimating the number of new permanent non- 


farm dwelling units started each month. 

New techniques developed by the Bureau of 
Labor Statistics for estimating dwelling-unit 
starts took into account sweeping changes in 
population distribution since 1940, as well as 
changing building rates in various sections of the 
country. The revised estimating method com- 
bines (1) a monthly reporting system expanded 
to include almost all building-permit-issuing lo- 
calities (accounting for nearly 80 per cent of 
total nonfarm population), with (2) field surveys 
of dwelling-unit starts in non-permit-issuing 
places—based on a newly designed sample of 
counties. BLS plans to publish national esti- 
mates by metropolitan-nonmetropolitan loca- 
tion, as well as housing starts volume for four 
broad regions—North, South, East and West. 
These metropolitan-nonmetropolitan statistics 
will replace the urban-rural nonfarm distribu- 
tion shown previously. 


26.6 Revision of BLS Employment, Hours and 
Earnings Series. Bureau of Labor Statis- 
tics, Department of Labor, Washington, 
D. C. [c.H.s.] 

The Bureau of Labor Statistics announces a 
revision in its employment series because of ad- 
justment to first-quarter 1953 benchmarks. The 


first detailed data on the revised basis will ap- 
pear in the May 1954 issue of the new “Employ- 
ment and Earnings” report. Previously pub. 
lished data had been projected from 1951 bench- 
marks. 

Since production-worker employment is used 
in weighting average hours and earnings for 
industry groups, the adjustment of employment 
levels to new benchmarks has also caused revi- 
sions in some of the hours and earnings series. 
However, for most industries employment ad- 
justments are not large enough to change the 
hours and earnings data. 

The basic source of benchmark information 
is the quarterly tabulation of employment cov- 
ered by State unemployment insurance agencies, 
supplemented by data from the Bureau of Old- 
Age and Survivors Insurance on employment in 
firms not covered by State unemployment in- 
surance programs because of their small size. 
For industries not covered by the social insur- 
ance programs, benchmarks are obtained from 
special sources such as Interstate Commerce 
Commission (railroads), Bureau of the Census 
(State and local government), and Civil Service 
Commission (Federal Government). 

Establishments are classified into industries 
on the basis of principal product or activity de- 
termined from information on annual sales vol- 
ume for the preceding calendar year. Manufac- 
turing establishments are classified according to 
the 1945 Standard Industrial Classification Man- 
ual, Volume I, Bureau of the Budget, Washing- 
ton, D. C., and nonmanufacturing establish- 
ments according to the 1942 Industrial Classifica- 
tion Code, Social Security Board. 

Beginning with the May issue, the Bureau of 
Labor Statistics will release its current monthly 
statistics on employment, hourly and weekly 
earnings, hours of work, and labor turnover in 
one publication entitled, “Employment and 
Earnings.” This combined report will contain 
all the data which formerly appeared in the 
“Employment and Payrolls Monthly Statistical 
Report,” except the employment indexes for 
individual manufacturing industries presented 
in table A-5, and in the “Hours and Earnings 


Industry Report.” These two reports have been 


discontinued. 

Publication of these data in one document 
will enhance the utility of this information, and 
will present easily accessible and comprehensive 
statistics in these fields which are among the 
most important indicators of the economic well- 
being of the country. The combined format is 
a permanent feature and is being introduced to 
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coincide with the revision of BLS employment 
hours and earnings series, and the issuance of 
annual averages through 1953. 


29. THEORY OF MARKETING 


29.1 Individual Choice in Voting and the Mar- 
ket, by James M. Buchanan, The Journal 
of Political Economy, August, 1954, pp- 
334- [R.J-H.] 

A comparison is made between individual 
choice in the political voting process and in the 
market process, with both considered as ideal 
types. Five major distinctions are made between 
the two processes. First, the voter is much less 
certain as to the outcome of his action. In the 
market the individual knows in advance the re- 
sult of his action. Secondly, the individual in 
the voting place is more cautious of his partici- 
pation in social decision-making. Third, the 
responsibility for making any particular social 
or collective decision is necessarily divided in 
the voting process. Others may act while the 
voter abstains. In the market though, the re- 
sponsibility is concentrated on the chooser. The 
fourth distinction has to do with the nature of 
the alternatives offered to the individual. In- 
dividual choice can, as a result of the difference 
in alternatives, be more articulate in the market. 
Finally, the differences in the degree of coercion 
and the power relations are discussed. 


31. TRANSPORTATION 


31.1 Guide to Air Shipping. The Port of New 
York Authority, New York, 1954, pp. 44. 
[R.J.H.] 

This helpful guide to shippers and traffic man- 
agers contains material of interest to many per- 
sons. For instance, the problems peculiar to air 
shipping are discussed. Also included are tables 
on rates, etc., for the Port of New Jersey-New 
York. Helicopter service is available for rates 
running at 4 cents per pound for the “local” 
shipments. 


31.2 Technical Aspects of Transportation Flow 
Data, by R. Tynes Smith III, Journal of 
the American Statistical Association, 
June, 1954, pp. 227. [R.J.H.] 

Two problems are discussed relating to the 
one per cent sample of rail carload waybills 

(ICC). One concerns the sample itself and the 


other involves the use of the sample information 
for estimating a desired transportation statistic. 

It is shown that the present waybill sample is 
a simple yet powerful tool for transportation 
analysis. The development of waybill statistics 
and the composition of them are discussed at 
length. Several methods for estimating the 
standard deviations of sample results are de- 
veloped in the paper. 


33. UNCLASSIFIED 


33.1 The Functional Distribution of Income in 
the United States, 1850-1952, by D. Gale 
Johnson, The Review of Economics and 
Statistics, May, 1954, pp. 175. [R.J-H.] 

In the period 1900-09, employee compensation 
was 55.0 per cent of the national income. Four 
decades later the percentage was 64.3. If labor’s 
share of entrepreneurial income is considered, 
it is found that labor’s return increased much 
more moderately, from 69.4 to 75.2 per cent for 
the same period. A substantial part of the in- 
crease in labor’s share is apparent rather than 
real. At least three factors which must be con- 
sidered are: (1) national income accounting 
methods; (2) decline in importance of farm em- 
ployment; and (3) a shift to relatively less cap- 
ital intensive industries. 


PUBLICATIONS RECEIVED 


A PLAN FOR COOPERATIVE MARKETING RESEARCH 
IN THE Foop DisTRiBUTION INpustRY, by Wil- 
liam Applebaum. (Chicago, Ill.: Super Mar- 
ket Institute, 500 No. Dearborn St., 1954.) 

THE VOLUME OF RESIDENTIAL CONSTRUCTION, 
1889-1950, Technical Paper g: Studies in Capi- 
tal Formation and Financing, by David M. 
Blank. (New York, N. Y.: National Bureau of 
Economic Research, Inc., 1954. Price, $1.50.) 

HOUSEHOLD MAGAZINE SUBSCRIBERS’ REPORT: 
GARDENS, LAWNS, AND EQUIPMENT, by Capper 
Publications, Inc. (Topeka, Kansas.: Research 
Dept., Capper Publications, Inc., 1954.) 

HousEHOLD MAGAZINE SUBSCRIBERS’ REPORT: 
VACATIONS AND TRAVEL-TIME OF YEAR, DURA- 
TION, DisTANCE TRAVELED, TRANSPORTATION, 
LopcInc, FuTURE PLANs, by Capper Publica- 
tions, Inc. (Topeka, Kansas: Research Depart- 
ment, Capper Publications, Inc., June, 1954.) 

THE ORGANIZATION OF COMMERCIAL FUNCTIONS 
IN EuROPEAN DEPARTMENT STORES, by David 
Carson. (Pittsburgh, Pa.: University of Pitts- 
burgh Press, 1954.) 
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CLEVELAND SHOPPING Hasits, by Cleveland Elec- 
tric Illuminating Co. (Cleveland, Ohio: Mar- 
ket Research Section, The Cleveland Electric 
Illuminating Co., 1954.) 

DISTRIBUTION OF PHYSICIANS BY MEDICAL SERV- 
IcE AREAS, by Frank G. Dickinson. (Chicago, 
Ill.: American Medical Association, 1954.) 

MULTIPUMP FILLING STATIONS: AN ECONOMIC 
APPRAISAL, New Mexico Studies in Business 
and Economics, No. 2, by Howard V. Finston. 
(Albuquerque, N. M.: Bureau of Business 
Research, University of New Mexico, 1954. 
Price, $1.25.) 

CoMPLETE RANKING OF 233 METROPOLITAN 
County AREAS IN 13 SALES CLASSIFICATIONS 
BY DOLLAR VOLUME, by Greensboro News and 
Record. (Greensboro, N. C.: Greensboro 
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Legislative and Judicial Developments 
in Marketing 


WILLIAM F. BROWN, Editor 


Editorial Staff: KENNETH J. CurRAN, Colorado College 
RALPH L. WESTFALL, Northwestern University 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) new cases which consti- 
tute more or less routine reaffirmation of well estab- 
lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


III REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 


IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


V. REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Non-Advertising Promotional Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. Bruce A. Mackey v. Sears, Roebuck & Co., 
CCH 4 67,788 (D.C. N. Ill, May, 1954). [K.J.c.] 


To maintain successfully a triple damage suit 
under the Sherman Act, it is not enough for a 
small firm to prove that its business was ruined 
by the high-handed tactics of a large firm. A 
public evil must be proven as well. Thus if the 
suit charges violation of section 2 (monopoliza- 
tion section) as in the present case, the small firm 
must not only prove the destruction of its own 
business but it must also show that the destruc- 
tion was meaningful to the public—i.e., that 
there was a connection between the destruction 
of the business and the elimination of competi- 
tion in the area of business concerned. 

Such seems to be the substance of a decision 
written by Judge Julius J. Hoffman in a suit 
brought by Bruce A. Mackey against Sears, Roe- 
buck & Co. Hoffman lost his suit because of his 
failure to prove that Sears either monopolized or 
attempted to monopolize the sale of the prod- 
ucts concerned (nursery lamps and tools). In the 
words of the Judge: “The effectiveness of ex- 


287 


| 
3 
) 
ae, 
3 
4 
i 
- 
, 
i 
: 


288 


THE JOURNAL OF MARKETING 


clusionary practices employed against a single 
compétitor cannot be held to be monopolization 
where others in the same field are numerous and 
active. The destruction of the plaintiff alone 
would in no sense deprive other competitive 
entities of their market or affect the public to 
any measurable extent.” 


2. Pillsbury Mills, Inc., FTC Dkt. 6000, CCH 
q 25,111 (June, 1954). [K.J.c.] 

In the July, 1954, issue of the JOURNAL OF MAR- 
KETING, p. 99, the Federal Trade Commission 
case against Pillsbury Mills, Inc. was described. 
This case attacked Pillsbury for violating section 
7 of the Clayton Act when it acquired the assets 
of Duff’s Baking Mix Division of the American 
Home Products Corporation and is of major 
significance as the first attempt to interpret sec- 
tion 7 since its amendment in December, 1950. 

A further development of interest in the 
above case has occurred. In December, 1953, the 
Duff Baking Mix Corporation was organized 
and in the same month Pillsbury sold to this 
Corporation the trade name “Duff's” and the 
right to distribute Duff's baking mixes. How- 
ever, it did not sell the physical manufacturing 
facilities acquired from the American Home 
Products Corporation, and Pillsbury is to manu- 
facture the mixes for the Duff Corporation. 

The Federal Trade Commission has ruled that 
the sale by Pillsbury during the course of these 


proceedings of the Duff name and the right to - 


distribute the mixes has not changed the case 
against Pillsbury. The Commission maintains 
that if it is found that Pillsbury violated the law 
when it acquired the Duff assets from the Ameri- 
can Home Products Corporation, the Commis- 
sion may order the divestiture of the assets if 
necessary to restore competition regardless of 
whether they are held by Pillsbury or by the 
newly created Duff Corporation. 


3. United States v. Liberty National Life In- 
surance Co. et al., CCH 67,801 (D.C. N. Ala., 
June, 1954). [K-J.c.] 

The consent decree settling this Sherman Act 
suit was filed the same day as was the complaint 
_ which initiated the suit. This is another example 

€ JOURNAL OF MARKETING, July, 1954, p. 102) 
of the new procedure of the Antitrust Division 
of the Department of Justice by which a consent 
judgment may be negotiated with defendants 
before the complaint is filed. Judge Barnes, the 
head of the Antitrust Division, explained the ad- 
vantage of this procedure in a speech in Wash- 
ington before the Antitrust Section of the Amer- 


ican Bar Association on April 2, 1954. He said: 
“By holding up formal proceedings, I aim to 
avoid freezing either Government or defendants’ 
attitudes into publicly expressed positions, 
Thus, I hope to promote flexibility and ease 
compromise in the process of decree negotia- 
tion.” 


4. The Atomic Energy Act of 1954, Pub. L. 
No. 703, 83rd Cong., 2nd Sess. (August, 1954). 
[K.J.C.] 

The Atomic Energy Act of 1954 was passed 
to open a way for the development of atomic 
energy for peaceful purposes and to permit pri- 
vate enterprise to share in its development. To 
guard against the growth of monopoly in the 
atomic field, Congress incorporated several anti- 
trust provisions. The Act provides that the juris- 
diction of the antitrust laws shall extend to 
the atomic energy field and permits the Atomic 
Energy Commission to suspend or revoke a li- 
cense issued under this law and held by a viola- 
tor. Before issuing a license, the Commission is 
required to secure the opinion of the Attorney 
General as to whether the license would create 
a situation incompatible with the antitrust laws, 
but it does not have to act on the opinion. Fi- 
nally, the law permits a court to order compul- 
sory licensing at reasonable royalties of any pat- 
ent hereafter issued in the field of atomic energy 
which has been used in violation of the anti- 
trust acts. Incidentally, this latter stipulation is 
rather useless, for the courts have for years 
ordered compulsory licensing under such cir- 
cumstances and in the course of the last year 
have even gone so far as to order it royalty-free. 
(See JOURNAL OF MARKETING, January, 1954, Pp. 


313.) 


B. Collusive Practices 


1. United States v. Chicago Mortgage Bank- 

ers Association, et al., 123 F. Supp. 251 (D.C. N. 
Ill., June, 1954). [K.J.c.] 

The civil suit by the Department of Justice 

against the Chicago Mortgage Bankers Associa- 


_ tion and thirty-five corporate members charging 


them with conspiring to suppress competition 
in the purchase of real estate mortgages was lost 
in the District Court (Northern District of Illi- 
nois). 

The charge most stressed by the Government 
was that members of the Association had signed 
an agreement to the effect that they would not 
pay more than par for FHA Title II loans. The 
Court found that the Sherman Act had not been 
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violated for many reasons including the facts 
that the loans were largely local in character 
(taking them outside of the scope of the Sher- 
man Act) and that the agreement had been 
terminated in 1947 anyway. However, much of 
the reasoning of the Court seems to boil down 
to the argument that the agreement had not 
violated the Sherman Act because it had not 
affected the interest rates at which loans were 
made. Not only did the defendants constitute a 
minority of FHA lenders in the area concerned, 
but FHA loans made up but a small part of total 
real estate loan market. Moreover, the evidence 
indicated that premiums were seldom paid for 
FHA-approved loans anyway, and in the few 
cases where they were paid they went to a real 
estate broker or builder as a payment for refer- 
ring the borrower to the lender. The objective of 
the agreement at issue was, according to the 
Court, merely to eliminate this practice which 
the Association regarded as unwise and unsound. 

The agreement described above was clearly a 
price-fixing agreement. As such, the Court’s em- 
phasis upon the effect in practice of the agree- 
ment is unusual, for normally price-fixing agree- 
ments are held illegal per se—i.e., without regard 
to the conditions that brought them about or 
their ultimate effect on prevailing prices. In this 
instance the Court seems to have applied the 
“rule of reason,” examining both the motives 
for the agreement and the end results. 


II. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 


B. Product Quality 


1. Golden Grain Macaroni Co., Inc. and 
Peskey Dedomenico v. United States, 209 F.2d 
166 (CCA g, December, 1953). [R.L.w.] 


In June, 1952, the Western District Court of 
Washington found the Golden Grain Macaroni 
Co. guilty of introducing into interstate com- 
merce food products which were produced under 
insanitary conditions and which consisted in 
part of filthy substances. In the subsequent ap- 
peal the Ninth Circuit Court upheld this judg- 
ment. 

Golden Grain introduced a number of argu- 
ments, most of which were deemed unworthy of 
comment by the court. One argument considered 
by the court raised the question of the legality of 
the inspection of the Golden Grain plant. In- 
Spectors, at the time of this case, were required 
to request and obtain permission to inspect be- 


fore making a plant inspection. In this case the 
question involved who had authority to give 
such permission for an inspection. Since the in- 
spectors did request permission and since this 
permission was granted by an individual held 
out to be in charge of the plant, the court found 
the inspectors had complied with the law. 

Another argument concerned the wording of 
the law. Golden Grain claimed the statute, 
which deemed a product adulterated if it were 
handled under “. .. insanitary conditions 
whereby it may have become contaminated with 
filth,” was too vague to show what would actu- 
ally constitute a crime. The court found prece- 
dent to the contrary (Berger v. U.S., 200 F.2d 
818) and pointed out that one who chooses to 
operate near the edge of legality does so at his 
own risk. 


III. REGULATION OF PRICE COMPETI- 
TION 


B. Resale Price Maintenance 


1. Revere Copper and Brass, Inc. v. Econ- 
omy Sales Co., CCH 67,835 (D.C. Conn., July, 
1954)- 

Olin Industries, Inc. v. Danoff, 122 F. Supp. 
645 (D.C.M. Pa., July, 1954). [W.F.B.] 

Among the difficulties besetting firms which 
desire to maintain resale prices perhaps none is 
more troublesome than the problem of quickly 
and economically compelling price cutters to 
observe established minimum prices. Of the le- 
gal procedures available the issuance of an in- 
junction, particularly a temporary or prelimin- 
ary injunction, seems to be the most often de- 
sired. If the plaintiff does succeed in obtaining 
such a court order, the price cutter is likely to 
find further disregard of price minimums ex- 
pensive, since violations of the injunction place 
him in contempt of court. However, courts look 
upon such injunctions as drastic remedies and 
are usually willing to issue them only if there 
clearly are no questions either of law or of fact 
which might raise doubts as to the propriety of 
the injunction, or if continuance of the alleged 
offense threatens such irreparable injury to the 
petitioner that the court considers the issuance 
of a preliminary injunction justified. 

The two decisions reported here reflect differ- 
ing attitudes of two United States district courts 
on this matter. In the first instance the defend- 
ant price cutter objected to the issuance of the 
injunction on half a dozen grounds, including 
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the contentions that the plaintiff would not be 
irreparably injured by further price cutting, that 
plaintiff was not entitled to protection anyway 
because it had not properly policed its minimum 
prices and because its products were not in 
“free and open” competition but were priced in 
collusion with other manufacturers. The court 
methodically disposed of each of these argu- 
ments, finding them unfounded, and issued the 
injunction. 

In the Pennsylvania action, however, the court 
noted that the petitioner had presented evidence 
of defendant’s price cutting, but had not ade- 
quately shown that the temporary continuance 
of such activity would irreparably injure peti- 
tioner’s business. The court therefore denied the 
request for summary action, ruling that a more 
complete trial (involving added expense and 
delay) must be had before an injunction could 
issue. 


2. U.S. v. McKesson & Robbins, Inc., 122 F. 


Supp. 333 (D.C.S.N.Y., July, 1954). 
Ciba Pharmaceutical Products, Inc. v. 
Town & James, Inc., 123 F. Supp. 894 


(D.C.E.N.Y., July, 1954). [w.F.B.] 


One of the questions still unanswered in the 
application of resale price maintenance is the 
degree to which a manufacturer who distributes 
through both his own and independent whole- 
sale or retail outlets is thereby limited in his use 
of “fair trade.” In the McKesson & Robbins de- 
cision here reported the Antitrust Division of 
the United States Department of Justice peti- 
tioned for a summary judgment holding that 
the defendant had violated section four of the 
Sherman Act because it had established prices 
on its own branded products, thereby prevent- 
ing wholesalers who carried these products and 
thus competed with McKesson & Robbins from 
actually competing on a price basis. Further- 
more, contended the Government, McKesson 
had specified minimum prices for all sellers in 
Florida, Georgia, and Michigan, where state law 
did not permit such control, and finally, Mc- 
Kesson’s contract with wholesalers provided that 
the latter must not sell to others who did not 
agree to maintain prices, a contractual provision 
which, it was claimed, called for an illegal boy- 
cott. 

The court refused to issue the summary judg- 
ment requested. Instead it noted that there were 
questions respecting the amount of competition 
actually affected, as well as some doubt as to the 
illegality of the practice in these circumstances. 
Therefore it ruled that a full trial and thorough 


consideration of both the law and the facts 
must precede a decision. 

The facts of the Ciba case, however, demon- 
strate the very real dangers to competition 
which can develop out of the use of resale 
price maintenance under conditions of this sort. 
Ciba had established minimum wholesale prices 
on orders up to $50. The company sold direct 
to retailers who submitted orders of $50 or 
over, allowing them the same discount from 
these wholesale prices, 20 per cent, which it 
gave wholesalers. Nevertheless, evidence demon- 
strated that wholesalers could still obtain a sub- 
stantial share of the business of large retailers 
by giving them 15 per cent off wholesale prices 
(thus retaining a five per cent margin) and com- 
pensating for these slightly higher prices by pro- 
viding better service than Ciba could. Following 
a market research study which recommended 
that it double its volume of direct-to-retailer 
sales Ciba in 1953 issued a new contract omit- 
ting the over-$50 order exception. It further 
specifically notified wholesalers that the estab- 
lished minimums were to apply to large orders 
as well as small. Meanwhile it continued to sell 
direct on the over-$50 orders, though at a re- 
duced discount of 15 per cent. Having tied the 
hands of wholesalers, however, this 15 per cent 
enabled it to approximately double its direct 
sales to retailers at wholesalers’ expense. The 
latter complained to no avail and finally one 
of them, Town & Jones, ignored the minimums 
and cut prices on Ciba products on large orders. 

In this action Ciba sued unsuccessfully to en- 
join such price cutting. The court expressed the 
opinion that Ciba had employed resale price 
maintenance for ulterior purposes, had “un- 
clean hands,” and therefore had disentitled it- 
self to judicial protection of its established 
prices. Clearly then, resale price maintenance 
cannot be used in such a way as to enable a 
brand owner to gain business by undercutting 
with impunity competing outlets selling this 
brand. Whether resale price maintenance can 
be used by a brand owner to prevent competing 
sellers from undercutting him will become clear 
only after the McKesson or some similar case is 


‘finally adjudicated. 


3. General Electric Co. v. Masters Mail Or- 
der Co. of Washington, D.C., 122 F. Supp. 797 
(D.C.S.N.Y., July, 1954). 
Sunbeam Corp. v. Masters, Inc., 124 F. Supp. 
155 (D.C.S.N.Y., August, 1954). [W.F.B.] 
When the Supreme Court in effect destroyed 
“fair trade’ in interstate commerce in May, 
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1951, by its decision in the Schwegmann case, 
the surprise and seriousness of this blow to re- 
sale price maintenance caused many to over- 
look another court decision which might other- 
wise have received major attention. In Sun- 
beam v. Wentling (reported in the July, 1951, 
issue of this section) the Supreme Court simply 
remanded a decision of the Third Circuit Court 
of Appeals which had, in effect, stated that a 
seller (retailer) was bound to observe mini- 
mums established in his own state, but that he 
could sell by mail to customers in other states 
at any price he pleased, even though minimum 
prices had been established in those states. 
However, the McGuire Act was framed with the 
Wentling as well as the Schwegmann decision 
in mind and an effort was made to close both 
loopholes. A district court decision in Sunbeam 
Corp. v. MacMillan (see the July, 1953, issue of 
this section) indicated that this effort apparently 
had been successful, but no further test has been 
made until the present actions. The rulings in 
the present cases did little more than postpone 
an interpretation since the plaintiffs in both 
instances requested—unsuccessfully—that the 
courts take summary action against the defend- 
ants. 

The defendants in these cases were related, 
the Washington, D.C., firm having been estab- 
lished and officered by the same individuals who 
operated the New York company. Furthermore, 
mail order blanks were made available in the 
New York company’s place of business for the 
benefit of its customers who preferred to order 
from the Washington, D.C., firm at discount 
prices rather than buy on the spot at maintained 
prices. Inasmuch as the District of Columbia 
has no “fair trade” law, firms located there may 
cut prices to local customers. Whether they also 
can sell at cut prices to customers who live in 
other states is the issue here. As the first of the 
above decisions emphasized, if the transactions 
are considered to be completed in the District 
of Columbia, an attempt to require a seller lo- 
cated there to observe New York price regula- 
tions would constitute an unwarranted inter- 
ference with the sovereignty of another juris- 
diction. On the other hand, if it can be said 
that the D.C. firm is “doing business” in New 
York, it obviously must abide by the laws of 
this state in such transactions. Because insuffi- 
cient evidence on this topic was available at the 
hearing for summary judgment the court ruled 
that a full trial must be held. 

The Sunbeam action was one in which plain- 
tiff sought to have the court rule that New York 


Masters is in contempt (for the second time) 
and therefore subject to a severe fine. The court 
had previously enjoined Masters’ price cutting 
on Sunbeam products. Thereupon defendant 
established another corporation in Washington, 
D.C., according to Sunbeam, solely to evade the 
injunction. It is generally well settled that the 
courts will not permit the use of the corporate 
fiction to frustrate their rulings and Sunbeam 
urged that the court should punish Masters out 
of hand. The court agreed that evasion might 
possibly have been the purpose of Masters’ ac- 
tion, but noted too that Masters may simply 
have intended to remove part of its enterprise 
to a new location where it could carry on its ac- 
tivities within the law. Sufficient doubt both as 
to the motives and legality of Masters’ operations 
existed, therefore, to require the appointment 
of a special master to gather evidence for a full 
trial on the merits. 


4. Also noted: 


a. Bulova Watch Co. v. Weinstein, 121 F. 
Supp. 155 (D.C.E. Mich., April, 1954), rules that 
a 1950 court order based on defendant's stipula- 
tion that he would not cut prices in violation 
of the Michigan “fair trade” act is no longer 
binding in view of the Shakespeare case invali- 
dating the non-signer clause in that state. 


C. Price Control (Minimum and Maximum) 


1. Also noted: 


a. Opinion of the Attorney-General of Wis- 
consin, CCH 4 67,830 (January, 1954), states 
that it would be a violation of the state’s Un- 
fair Sales Act if grocers sell at 19 cents a local 
brand of bread which costs them 21 cents in 
order to attract trade from a chain store which 
sells its own brand of bread at 19 cents and the 
local brand at 26 cents. 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 


B. Relations Between Buyers and Sellers: Ex- 
clusive Dealing Arrangements, etc. 


1. New Orleans Cigarette Service Corp. v. 
Sicarelli, 73 So.2d 399 (La. Ct. App., Parish of 
Orleans, June, 1954). [W-F.B.] 

Unlike the Texas judicial attitude toward 
exclusive dealing (as reported under this head- 
ing in the October issue of this section) the 
Louisiana courts apparently take a more liberal 
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view of the practice. Here Sicarelli had con- 
tracted in 1952 to have cigarettes dispensed in 
his restaurant and bar solely by means of plain- 
tiff’s vending machines, in return for a loan of 
$300 at no interest and a commission on sales. 
The following year he turned the machines to 
the wall and permitted the installation of others. 
Plaintiff sued to enjoin this violation of the 
contract. The court granted the order, sweeping 
aside defendant’s contention that the exclusive 
feature of the contract lessened competition and 
therefore was against public policy. The restric- 
tion, noted the decision, was for a single loca- 
tion and for a limited period of time (three 
years), which was quite reasonable. 


V. REGULATION 
TITION 


OF UNFAIR COMPE- 


A. Advertising 


1. Rosenblum v. Federal Trade Commis- 
sion, 214 F.2d 338 (CCA 2, July, 1954). [R-L.w.] 
This is another case (see Book-of-the-Month 
Club case, this section, April, 1954) resulting 
from the Federal Trade Commission’s change in 
policy with regard to the use of the word “free” 
in advertising. The point of interest lies in a 
dissenting opinion which, for the first time, dis- 
cusses the awkward position in which the courts 
find themselves when a quasi-judicial agency 
changes an administrative ruling. 

Under a Democratic administration, the Fed- 
eral Trade Commission ruled that the word 
“free” could not be used in advertising unless 
the article referred to was entirely free. A cease 
and desist order on this point was issued against 
many parties including the Rosenblums. When 
the Rosenblums appealed the order, the circuit 
court upheld the Commission (192 F.2d 392). 

After a change of personnel with a Republi- 
can administration, the Commission reversed 
this policy (see the Black case, January, 1954, 
issue of this section). The Rosenblums then pe- 
titioned to have the previous ruling vacated. 
This petition was granted by the court without 
discussion. 

Judge Clark, in his dissenting opinion, points 
out the danger in this procedure whereby a 
change in personnel in an administrative agency 
can, in effect, change a court decision without 
any change in the fundamental law taking place. 
At the very least, the court should hear evidence 
of the same nature as it heard in the original 
case. Thus, according to Judge Clark, the Com- 


mission should be required to present evidence 
that the changed interpretation was rational; 
anyone, competitor or consumer, who had re- 
lied on the previous decision should have an op- 
portunity to present his position; and, rather 
than vacating a previous decision, a retroactive 
action, the court should come to a new decision 
effective as of the new date. 

One cannot but be impressed by Judge Clark’s 
argument. Certainly, considerable confusion 
may result if, following the lead in this case, 
other court decisions are reversed as a result of 
personnel changes in administrative agencies. 
It seems quite possible, for example, that, should 
a Democratic administration return to Washing- 
ton two years hence, the Rosenblums might 
again be forced to stop promoting the word 
“free.” 


2. Dolcin Corp. v. Federal Trade Commis- 
sion, CCH 4 67,791 (CCA D.C., July, 1954). 
[R.L.W.] 


Are published articles hearsay and, hence, in- 
admissible as evidence in legal proceedings? 
This was a key question in this case. The Fed- 
eral Trade Commission had issued a cease and 
desist order against Dolcin with regards to ad- 
vertising claims about the therapeutic value of 
“Dolcin” tablets. The company appealed the or- 
der because the FTC hearing examiner refused 
to permit cross examination of Commission ex- 
perts relative to statements in medical publica- 
tions. 

Despite precedent to the contrary (U.S. v. 
One Device, 160 F.2d 194), the court agreed 
with Dolcin. Such information is usually care- 
fully formulated and well documented and is at 
least as reliable as expert testimony from the 
stand in the Court’s opinion. The argument that 
the writer cannot be cross-examined can be 
overcome by introducing such articles through 
experts who are themselves subject to cross-ex- 
amination. 

Although the Court agreed with Dolcin’s 
argument, it did not believe reversal of the 
Commission’s order was justified because the 
material the manufacturer wished to use was 
not directly pertinent to the main issue. 

The second major claim made by Dolcin was 
that its case was prejudiced because a case in- 
volving a similar product, “Norlon,” was de- 
cided while the Dolcin case was under considera- 
tion. Again the Court admitted that there might 
have been some prejudice. The Court pointed 
out, however, that administrative agencies must 
proceed with dispatch to conclude all cases 
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before them and that in this instance there was 
no particular evidence of lack of discretion on 
the Commission’s part. 


B. Non-Advertising Promotional Methods 


1. Sperry & Hutchinson Co. v. Hoegh, 65 
N.W.2d 410 (Iowa Sup. Ct., July, 1954). [R-L.w.] 


Iowa State law prohibited the use of trading 
stamps unless issued and redeemed by the same 
merchant. The State Supreme Court in this de- 
cision found the law violated the Iowa Consti- 
tution and the Fourteenth Amendment. 

Four arguments against trading stamps issued 
by one merchant and redeemed by someone else 
were considered by the Court: 


1. They urge unwise spending. 

2. They offer an opportunity for fraud. 

3- They introduce a middlemaz. who receives 
a profit. 

4. Competition tends to force other merchants 
also to offer the stamps. 


The Court made short shrift of these argu- 
ments. The first two would be neither more nor 
less effective if the trading stamps were re- 
deemed by a third party. Middlemen dealing in 
trading stamps are no worse than middlemen 
dealing in other products, and the legislature 
has no power to eliminate middlemen in gen- 
eral. Competition of trading stamps coerces 
other merchants to follow suit no more than any 
other type of competition forces imitation. 
Thus, the Court concludes, there is no basis 
for legislating against the use of trading stamps 
which are to be redeemed by a third party. 


Such legislation deprives one group of mer- 
chants of equal rights with others and thus vio- 
lates the Iowa State Constitution. 

Several United States Supreme Court deci- 
sions, Rast v. Van Deman (240 U.S. 342); Tan- 
ner v. Little (240 U.S. 369); and Pitney v. Wash- 
ington (240 U.S. 387), have held that legislation 
on trading stamps does not violate the Four- 
teenth Amendment. Federal courts have fol- 
lowed this precedent, but most state courts have 
not. The Iowa Court here goes along with the 
states. Trading stamps do not injure public 
health, morals, or welfare. Therefore, a ban on 
them is an unwarranted interference with the 
right of every merchant to try to attract cus- 
tomers. 


2. Hartford Charge-Plate Associates, Inc. 
v. Youth Centre—Cinderella Stores, Inc., 215 
F.2d 668 (CCA 2, September, 1954). [R.L.w.] 


Hartford Charge-Plate Associates issued the 
usual charge-plates to the customers of stores in 
its association. The defendant was not a mem- 
ber of the association but used the charge-plates 
to address sales slips when customers holding 
such plates made purchases in its store. Hart- 
ford sought to enjoin this practice, but the 
Court refused. 

Hartford claimed this practice was unfair 
competition since a competitor of some of its 
members was appropriating to its own use some- 
thing of value belonging to Hartford. The Court 
found that Hartford had no further control over 
the charge-plates once they were issued to the 
public and that it was no more illegal for the 
defendant to use these plates than to copy 
names from the telephone directory. 
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CasEs AND PROBLEMS IN MARKETING RESEARCH, 
by Donald F. Blankertz, Robert Ferber, and 
Hugh G. Wales. (New York: Ronald Press 
Company, 1954. Pp. 339. $5.00.) 

The marketing teacher who values the case 
method of instruction will welcome this, the 
first published collection of cases dealing exclu- 
sively with marketing research. The authors pre- 
sent their material in the usual fashion: the 58 
cases are divided into nine parts (chapters), each 
prefaced by a three or four page review of the 
topic. An exception to this rule is the discussion 
of sampling which occupies about eight pages, 
but even in this instance it is clear that the 
authors expect that students will have obtained 
the necessary background knowledge for case 
analysis from one or another of the standard 
textbooks in marketing research. The arrange- 
ment of topics, too, facilitates use in conjunction 
with a text, since it follows closely the organiza- 
tion, widely adopted now, introduced many 


294 


years ago by Lyndon O. Brown in his Market 
Research and Analysis. 

The title of the first part, Formulating the 
Problem, perhaps implies more than often can 
be accomplished at this stage of a research proj- 
ect. The authors recognize this potential objec- 
tion and reply that at least for pedagogical pur- 
poses it is advisable to define the problem as 
early as possible, even though refinements may 
have to come later. The seven cases in this sec- 
tion are short and most of them provide only 
enough information for very preliminary state- 
ments of the problem. Part II, Preliminary In- 
vestigations, enables the authors to explain 
how the gathering of additional data from in- 
ternal sources, secondary or published informa- 
tion, and informal field studies permits the prob- 
lem to be defined in more specific terms, that is, 
in terms of particular hypotheses. The cases of 
Part III, Planning, deal mostly with the con- 
struction of questionnaires, though some cover 
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the use of internal data and the matter of costs. 
Most of the cases of the next two parts, Sam- 
pling and Collection of Data, may be considered 
to continue the planning stage since they deal 
with such topics as the design of the sample, 
the determination of kinds of data to be ob- 
tained, and the forms to be used in the gather- 
ing of internal data, as well as the selection 
and training of interviewers. Part VI, Editing 
and Tabulating, Part VII, Interpretation and 
Analysis, and Part VIII, Presentation and Fol- 
low-Up, provide a number of excellent cases 
to conclude the standard outline of a market 
research project. The final section of the volume, 
Organization for Research, contains several in- 
teresting examples of the way in which firms 
have treated this problem. 

In terms of the quality of presentation of the 
cases a uniformly high standard is met. The writ- 
ing is very clear, smooth, and to the point. On 
the other hand, the material of the cases them- 
selves varies considerably in quality, or at least 
in completeness and difficulty. The authors ex- 
plain that they have, by design, varied the diffi- 
culty of cases as a means of introducing students 
to new topics. Some of the cases are very short, 
particularly those in the first part, and leave a 
great deal to the imagination of students. At 
times this may be desirable, but it foregoes one 
of the important advantages of the case method, 
namely, that students learn much from the de- 
scriptive detail which may be employed to pro- 
vide background for a case. In some instances, 
too, it may encourage students to “theorize” 
about a wide range of problems, when in fact 
more complete information which may actually 
be available to company executives would point 
up the problem and necessitate more precise 
thinking on the part of students. In this connec- 
tion, however, my own experience suggests that 
the true worth of individual cases is likely to be 
ascertained only after use in the classroom. At 
times a most unpromising case turns out to be 
a source of productive class discussion and analy- 
sis, and vice-versa. At least some of these shorter 
cases may prove to be very valuable. 

It would have been desirable, too, to have in- 
cluded a few more examples of the use of ob- 
servational and experimental methods. The au- 
thors point out, quite accurately, that the ques- 
tionnaire method is che most widely applicable 
one. Unfortunately, though, either habit or 
ignorance may dictate its use in situations in 
which the other techniques may be both feasible 
and more accurate. It is difficult tc find good ex- 
amples of the use of these techniques (except 


certain mechanical applications), but their very 
paucity should encourage greater efforts, lest 
their lack perpetuate over-emphasis on question- 
naire methods. 

In all, this collection of cases is a very worth- 
while addition to the literature. Its value in the 
classroom should be great, even though it must 
be added to a program which already includes 
text reading and a field project. It seems to many 
that the field project is indispensable in a market 
research course, a conclusion with which this re- 
viewer agrees, but its limited scope needs the 
broadening influence of cases of the type in- 
cluded here. And though casebooks are usually 
thought of essentially as classroom aids, a sub- 
stantial number of these cases could be read with 
profit by marketing researchers and marketing 
executives. 

WILLIAM F, Brown 


University of California, Los Angeles 


Pusticity In Action, by Herbert M. Baus. (New 
York: Harper & Brothers, 1954. Pp. 335. $4.50.) 
Like the previous works of Herbert Baus, this 

book is a thoroughly practical guide for the nov- 
ice as well as the experienced professional. It is 
a how-to-do book, not a theoretical treatise on 
public relations. Very little time is spent on such 
intangibles as the nature of public relations, the 
future of public relations, the professional status 
of public relations, and similar matters which 
have been tortured so long and so frequently by 
other writers. The author neatly defines the 
scope of his book by saying: “If public relations 
may be broadly considered, as it is by many, as 
the act of living right, of ‘being a good citizen,’ 
publicity is the act of telling the world about the 
right living, the good citizenship. . . . The role 
of public relations is to make a light worth pro- 
jecting. The art of publicity is the act of project- 
ing the light.” Having stated that definition, he 
spends the rest of the book on the down-to-earth 
and universal problem of how to tell the world 
about things it ought to know. 

Whether or not Mr. Baus intended it as such, 
the book is essentially a series of useful checklists 
breaking down into their elements nearly all of 
the familiar publicity problems, lists setting 
down the standard sources of information for 
compiling mailing lists, giving the steps to take 
in organizing a campaign, suggesting the con- 
tents of an effective press kit, and so on. Any 
business manager who is in the process of ex- 
panding his public relations activities, any pub- 
lic relations director who is reviewing his own 
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program to see if he is slighting important pub- 
licity outlets, any beginner in the field who is 
learning the scope of his opportunities—each 
will find this a highly useful manual. It is not a 
book for the specialist in, say, financial publicity, 
or the visual media. The treatment of any one 
field is necessarily sketchy. It will be most useful 
for the man who covers so many fields of pub- 
licity that he needs a handbook for occasional 
refereice, or for the man who wants a sound and 
comprehensive introduction to the subject. 

Those who have read the Public Relations 
Handbook, edited by Philip Lesly and published 
by Prentice-Hall in 1950, will recognize Pub- 
licity in Action as a refurbishing of Mr. Baus’ 
lengthy contribution to the earlier book. The 
present book is more elaborate in treatment and 
brought up to date in several important respects. 
For instance, the section in the Handbook on 
television has no mention of the importance of 
the motion-picture newsreel as a publicity me- 
dium for industry, whereas the present book 
treats this recent development adequately. 

For those who read Publicity in Action as an 
introduction to the field, and as an aid in decid- 
ing whether or not to become publicists them- 
selves, the last chapter should be read first. This 
chapter, entitled “Publicity as a Career,” reveals 
the author as a lusty enthusiast for his work, but 
an enthusiast without illusions as to the demands 
of the calling in terms of devotion and energy. 
Like other first-class practitioners in the field, he 
makes clear the importance of personal convic- 
tion as a requisite to good work, and as the touch- 
stone of the professional as distinguished from 
the hack. 

A few years ago, at a roundtable discussion by 
a group of nationally known public relations 
men, a number of weighty things were said on 
the topic of the day, “Public Relations—A New 
Profession?” Finally, one man who had said very 
little made his contribution, which turned out 
to be the last word for the day: 

“We have heard a lot today about the stun- 
ning new publicity techniques we have devised 
for serving our clients. And I suppose there are 
some who would employ these techniques, for a 
fee, without questioning the rightness or wrong- 
ness of the client’s purposes. But gentlemen, if 
we are really professionals, there comes a point 
when we turn down the fee, or resign our posi- 
tions, rather than use our knowledge to promote 
a cause we believe to be wrong. If, under such 
circumstances, we public relations men are not 
willing to resign, or reject a fee, then we need 
not worry about being a new profession, because, 


gentlemen, we will already have identified our- 
selves with the oldest.” 

This book by Mr. Baus will help to dignify the 
practice of public relations—and it may hurry 
the day when people will no longer need to dis- 
cuss its professional status. 


JAMEs V. FLETCHER 
Chrysler Corporation 


SALES ADMINISTRATION, PRINCIPLES AND PRos- 
LEMs (3rd Edition), by Bertrand R. Canfield. 
(New York: Prentice-Hall, Inc., 1954. Pp. 662. 
$6.75.) 

The Third Edition of this well-known and 
widely used text is substantially changed from 
the Revised Edition of 1947. More emphasis has 
been given to planning a sales program and de- 
veloping sound sales policies. Product and mar- 
ket planning, the coordination of sales and ad- 
vertising, pricing, branding, service, and other 
sales policies are treated more thoroughly. A new 
chapter on sales control records and systems has 
been added. The unionization of salesmen is 
given major attention. In spite of these changes, 
however, primary emphasis continues to be on 
the organization, administration, and control of 
the sales force. 

Part I of the new edition consists of but one 
chapter. It begins by stating that “sales adminis- 
tration involves the direction and control of sales 
personnel, including recruiting, selecting, train- 
ing, equipping, assigning, routing, supervising, 
paying, and motivating the sales force person- 
nel.” The book is somewhat broader in scope 
than this definition would imply. Part I also dis- 
tinguishes the various types of sales managers: 
administrative, operating, and the combination 
type. Major trends in sales administration are 
briefly discussed. 

Part II deals with “sales operation.” Its six 
chapters consider sales department organization, 
recruiting salesmen, selecting salesmen, training 
salesmen, selling tools available to salesmen, and 
the compensation of salesmen. Materials used in 
this section are current and interesting. Illustra- 


, tions are excellent. 


Part III, which is concerned with sales control, 
is the longest part of the book. It treats the moti- 
vation and supervision of salesmen, sales terri- 
tories, sales territory coverage, salesmen’s ex- 
pense control, sales performance objectives, sales 
control records, and the unionization of sales- 
men. 

Part IV is the most changed portion of the 
book. It is entitled “Planning a Sales Program” 
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and is made up of chapters on product planning, 
market planning, coordinating sales and adver- 
tising, sales costs and budgets, and the legal as- 
pects of sales planning. 

Part V is brief, consisting of but two chapters. 
The first is concerned with price policies. The 
second considers such other sales policies as re- 
turned goods, service, leasing, consignment, ex- 
clusive agency, branding, and others. 

The objective of the author “is to discuss sales 
policies and practices simply, avoiding detailed 
discussion and complicated description. No at- 
tempt is made to present the theoretical aspects 
of the subject, which may readily be found in 
many fine texts.” This objective is well achieved. 
Its achievement, however, probably constitutes 
the major weakness of the book. In the opinion 
of this reviewer, there is nothing more practical 
than sound theory. 

Perhaps because of the author’s stated objec- 
tive, this text is largely descriptive in nature. It 
is neither analytical nor critical. Much emphasis 
is placed on what is done in the sales administra- 
tion area, far less on why it is done, and almost 
none on whether it should be done. For ex- 
ample, the treatment of sales contests (pp. 2'74- 
279) consists entirely of a description of the types 
of sales contests and awards used in conjunction 
with them. No consideration is given to the pit- 
falls and problems involved in the use of sales 
contests or to the circumstances under which 
they can and cannot be used. Throughout the 
entire book, although in some instances to a 
somewhat lesser degree, this same criticism is ap- 
plicable. 

The extensive listing which characterized the 
earlier book is not to be found in this edition. 
As a result, the new book is much more readable. 
Some paragraphs, however, continue to be noth- 
ing but lists in disguised form. For example, the 
advantages of the line type of sales organization 
are summarily treated (p. 38) as follows: “the ad- 
vantages of the line type of sales organizations 
are: quick administrative action, definite fixing 
of authority, minimum shifting of responsibility, 
low administrative expense, development of 
strong executives, effective control, and close re- 
lations with sales personnel.” Coverage of the 
disadvantages likewise is confined to one sen- 
tence. No explanation, discussion, or evaluation 
is to be found. 

The organization of the new edition will be 
approved by some, decried by others. To this re- 
viewer it would seem more logical to cover first 
the planning of the sales program (Part IV), and 
then to consider the means of carrying out that 


program (Parts II and III). There is no reason 
why those using the text could not approach the 
subject in this way, but the book would proba- 
bly “tie-together” and “build-up” better if the 
author, too, had organized his materials in this 
manner. 

The book contains one or more case problems 
following each chapter. There are fewer of these 
problems than in the earlier edition, but they 
are more detailed and compiete. By and large 
they are very good, and should prove useful in 
the classroom. They could be used by the instruc- 
tor to achieve a more analytical approach than 
the text itself provides. 

There is not one footnote in this book, and 
the bibliography is relatively brief. This limits 
its effectiveness as an introduction to the litera- 
ture of the sales management field, which the re- 
viewer believes should be one of the major func- 
tions performed by an introductory text. 


STEWART H. REwoLpt 
Indiana University 


INDUSTRY IN THE PACIFIC NORTHWEST AND THE 
Location TuHeEory, by Edwin J. Cohn, Jr. 
(New York: Kings Crown Press, Columbia 
University, 1954. Pp. 214. $3.50.) 

Mr. Cohn’s competent study starts and ends 
with a chapter on location theory. But the bulk 
of his book consists of a reasoned description of 
the economy of the Pacific Northwest. The rea- 
soning is evident in the ordering of the material 
and the discussion of why particular industries 
have developed and what the prospects for the 
future are. This has been the main purpose of 
the book; a second and only slightly less impor- 
tant object has been a discussion of electric 
power resources as an attraction to industry. 

The economy of the Pacific Northwest is based 
to this day on natural resources, including elec- 
tricity generated from water power. Industrial- 
ization has lagged behind other parts of the 
country, basically because the local market has 
not been sufficient to support many industries 
and because transportation-wise the Northwest 
is too far from where the bulk of the population 
purchases its goods. Hence only such industries 
have developed which either always grow near 
consumers, like bread baking, or those which 
cater to a local industrial market, like factories 
making special logging equipment or special 
kinds of trucks; or factories which need the 
abundance of electricity as a raw material, like 
aluminum, rather than as a source of motive 
power. There are in addition, of course, indus- 
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tries which have grown almost accidentally, e.g. 
because management preferred the climate of 
the Northwest, or which remain because of iner- 
tia: they were once economical; if newly estab- 
lished they would be built elsewhere, but once 
established in the Northwest they stay on. 

It is generally agreed that the Northwest is 
“underdeveloped.” But this is obviously not the 
same thing as saying that there should necessarily 
be more industry in the region. Mr. Cohn refers 
several times to the Northwest as a “colonial” 
economy. This term suggests, however, evils 
which are not characteristic of the Northwest. Its 
income is high: when raw material prices are 
good, as in 1943, per capita income in Washing- 
ton and Oregon was ‘29 per cent above the U.S. 
average. But even at the bottom of the depres- 
sion in 1932, it was only 5 per cent below the av- 
erage. This is not the typical experience of a 
“colonial” economy, and properly considered 
puts the whole question of development and in- 
dustrialization into a slightly different light. 

If it is stated that the Pacific Northwest is un- 
derdeveloped, this can only mean that it could 
support with its resources a bigger population 
at the present high standard of living or higher. 
The per capita income figures bear this out; they 
indicate an instability mainly in the upward di- 
rection. The Northwest does much better than 
the country as a whole in good times, and no 
worse than the country as a whole in bad times. 
Then why should it attract industry? 

One answer which could be given is that re- 
sources might fail. This is certainly not so for 
electric power, which, as Cohn stresses, is the 
greatest as yet undeveloped reserve in the U.S. 
It may be true for forests or fisheries, but it need 
not be. The Northwest economy is not based on 
such typically exhaustible resources as coal or 
oil. A second answer is: to give employment. But 
here the evidence is that the Northwest does not 
suffer particularly from unemployment, and in 
fact wages are high. (It is perhaps a serious short- 
coming of the book that Mr. Cohn does nowhere 
systematically investigate the wage picture.) Con- 
sequently only such industries are profitable 
which, being capital intensive, can pay high 


wages. To attract new industries by lower wages : 


makes sense only with unemployment. In fact, 
the Northwest is short of population, if any- 
thing. 

A third possible answer is: to diversify the 
economy and to prevent the welfare of a com- 
munity or region depending too much on the 
welfare of one or a very few industries. This an- 
swer carries much more weight. Yet it is one 


which takes it for granted that there is safety in 
diversification—which may or may not be the 
case, and in any case deserves much more dis- 
cussion than it has received anywhere. It de- 
pends, for example, on the stability of the par- 
ticular industry, and, again, per capita income 
payments do not indicate that the Northwest 
has suffered more than the country as a whole 
for being more specialized. 

On the descriptive side, Mr. Cohn’s study is 
excellent. On the theoretical side one would 
have wished that he had gone somewhat further, 
No one can quarrel with his statement that in 
an advanced economy most industries are “mar- 
ket oriented,” except that the phrase “orienta- 
tion” itself leaves something to be desired as an 
analytical tool. His discussion of the dual role 
of electricity as a raw material and as a source 
of motive power is excellent; it being an attrac- 
tion to industries using it in its first capacity, but 
at most no hindrance to industries requiring it 
simply for motive power. What is missing is the 
general equilibrium approach developed by 
Loesch.1 Mr. Cohn is not to blame for this, for 
the translation of this important book is only 
now available and Mr. Cohn’s manuscript was 
completed in 1952. Yet a systematic discussion of 
wages paid in different industries in the North- 
west and their comparisons with wages paid else- 
where, and with wages in other economic fields 
would have raised important questions and prob- 
ably yielded important answers. 

For example: wages out west are high. But 
usually wages far away from productive centers 
tend to be lower than in the productive centers. 
Therefore, the Northwest must be a productive 
center, though not an industrialized one. Wages 
in industry are high because industry competes 
for labor with other highly profitable fields. 
Therefore, industrialization is held up because 
it would not under present conditions be an 
economic use of resources. This kind of discus- 
sion, which can only be sketched in a review, cer- 
tainly puts the case of industrialization in a very 
different light from what is suggested by “colo- 
nial” economy. And it also permits, this reviewer 
believes, a more sensible discussion of freight 
rates, etc., which play such an important role in 
location theory. 

High wage rates (in addition to the many 
other inducements of a non-economic sort which 
the Pacific Northwest has to offer) have already 


2A. Loesch, The Nature of Economic Regions, 
Southern Economic Journal, May, 1938. A. Loesch, 
The Evonomics of Location, Yale University Press, 
1954. 
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in the past led to a large increase in population 
and undoubtedly will continue to prove attrac- 
tive. Thus one will agree with Cohn’s conclusion 
that the future of the Northwest as an industrial 
area depends on its population growth. Cohn 
notices that at present the residents of that area 
give lip service to industrialization, but evidently 
do not have their heart in it. And why should 
they? Income is high, life is good, the area is ob- 
viously not underdeveloped in the sense of an 
Asiatic country where economic development 
requires drastic and exceedingly painful social 
changes. As population increases and land be- 
comes more thickly settled, the market for in- 
dustries expands and these industries will grow 
rather naturally. 
Wo rcanc F. STOLPER 

University of Michigan 


SELLING AND PROMOTING RADIO AND TELEVISION, 
by Jacob A. Evans. (New York: Printers’ Ink 
Publishing Company, Inc., 1954. Pp. 348. 
$5-95-) 

For the individual who wishes to make a 
career of selling and promoting radio and tele- 
vision, this is a fine book. Here in one compact, 
highly readable volume are covered the tech- 
nical facts which such a salesman should have, 
the problems which he is sure to encounter, and. 
sound suggestions for handling them. 

Is radio dead? Not in the least, says Mr. 
Evans. And he goes on to give the salesman 
enough persuasive ammunition to make any 
open-minded advertiser sit up and take notice. 
Is the small station certain to be dominated by 
the giants? Not if you have a bright, hard-work- 
ing promotion director. Will color television 
quickly take over? Again, some sound thoughts 
on this current subject are offered. 

Written by a man who obviously knows what 
he is talking about, this book quickly “sells” the 
reader. Here is clearly presented the currently 
accepted concept of a professional salesman. 
The author is interested in developing sales- 
men (or saleswomen) who are well versed in a 
wide range of business subjects, who not only 
know their own fields of radio and television 
thoroughly, but who also understand the sales 
problems of their varied clients, and who, of 
course, wish to develop their selling skills to the 
highest degree. Emphasis is placed on helping 
clients at every turn, especially in tie-in promo- 
tions and merchandising, so that repeat con- 
tracts will be forthcoming. The hit-and-run sales- 
man is decried. 


Among the valuable features of this book are 
the many detailed check lists which offer prac- 
tical bases for the analysis of specific problems. 
There is a “sales check list for radio stations,” 
and another for television stations. There is a 
check list for the “tools of television selling” 
and one for “the minimum requirements for a 
well equipped sales staff.” Most important topics 
are similarly outlined. 

Although no divisions are physically ap- 
parent, this book encompasses four distinct 
areas. First, radio selling is presented; then tele- 
vision is covered; third, sales management is 
briefly reviewed; and finally promotion in its 
broadest ramifications is described. 

The technique of selling radio time is covered 
in some 85 pages. Most of this space is devoted 
to the background information needed by radio 
salesmen. It is well done, however, the actual 
technique of selling is skimped somewhat. Con- 
sequently, the novice would be well advised to 
digest a basic text on salesmanship before tack- 
ling this more specialized book. 

An unusually fine chapter in this section is 
the one on “Selling Radio in a Television Mar- 
ket.” For the troubled radio salesman, and there 
are many such today, here is strong medicine. 
Rather than succumb to television by default, 
Mr. Evans makes out an effective case for radio. 
He is no mood to write off so potent a medium 
—nor will you after reading his chapter. 

Television selling is presented in some 75 
pages. Again, the concentration is much more 
heavily on background information than on 
sales technique. Technical jargon is minimized 
and the material is easily digested by the lay- 
man. Among the topics covered are “The Tools 
of Television Selling,” “Television Sales Tech- 
niques,” and “Servicing the Television Ac- 
count.” The delicate relationship between ad- 
vertising agency personnel and television sta- 
tion salesmen is discussed—but the reader is 
left with the feeling that the conflict, which at 
times develops between these two and the ad- 
vertiser, is hardly resolved. Nevertheless, many 
“dos and don’ts” for the salesmen might help to 
minimize some of the potential friction. 

Sales Management is the next topic reviewed, 
but in 30 pages it is difficult to do more than 
scratch the surface of such complex problems 
as: selecting and training salesmen, sales meet- 
ings, sales reports, and sales supervision gen- 
erally. Brief though this section is, it offers some 
hints and suggestions which should be of value 
to administrators of smaller radio and television 
stations. 
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A section on promotion follows. Again the 
experience of the author dominates the scene 
with a wealth of practical suggestions. How- 
ever, his picture of a successful promotion man 
is likely to make the novice blanch. Says the 
author, “The successful promotion man is 
highly versatile. He is a salesman. . . . He must 
be a competent writer. ... The promotion 
man’s knowledge of research must be complete. 
. . . [He] should be gifted as an advertising 
copy writer, a press agent and an exploiter.” 
The author is quick to add that men with such 
rounded accomplishments are hard to find. 

In summation, then, this book should be con- 
sidered as required reading not only for sales 
personnel in the radio and television field but 
also for media buyers and advertisers. The lat- 
ter should find in it many bases for evaluating 
competitive stations objectively. The book is 
also recommended as supplementary reading for 
students of salesmanship. Quite a few may be 
induced into this field as a result. Despite the 
large number of salesmanship books published 
each year, there will always be room for a well 
written specialized book of this nature. 

ALFRED GROss 
New York University 


MARKETING RESEARCH AND MANAGEMENT, by A. 
G. Irvine. (London: MacDonald & Evans Ltd., 
1954. Pp. 275. 308.) 

This little volume is the most recent addition 
to the small body of marketing literature pub- 
lished in Great Britain. It is based in part on a 
recent field trip by the author to the United 
States under the sponsorship of the Institute of 
Industrial Administration. The book is ad- 
dressed primarily to the business executive and 
its stated purpose is “to show what marketing re- 
search is, what it does and where it should be lo- 
cated in a business organization.” The book is 
well written and its limited objective appears 
to have been achieved reasonably well. However, 
it contributes little that is new with respect to 
principles or procedures, and overlooks an ex- 
cellent opportunity afforded the author to make 
significant comparisons between American and 
British Marketing Research procedures. 

The book is divided into four parts and nine 
chapters. Part I discusses the development and 
scope of marketing research and consists chiefly 
of a rather detailed summary and comparison of 
the two studies of Marketing Research con- 
ducted by the American Marketing Association 


and the National Industrial Conference Board. 
Part II is a brief outline of marketing researe 
procedure. All of the customary steps in conduct- 
ing such investigations are condensed in a single 
chapter of about 50 pages. Here there is also 
a separate chapter on sampling principles and 
procedures. Part III consists of three chapters 
which describe what the author calls “Certain 
Techniques”: (1) the questionnaire or survey 
technique: (2) the retail store count method of 
research and the (3) the consumer panel tech- 
nique. Part IV deals specifically with the rela- 
tionship of marketing research to management. 
The first chapter in this section describes various 
types of studies which can assist “higher” and 
“line” management with specific marketing 
problems involved in planning a new enterprise 
or the operation of an established business. The 
final chapter is a brief analysis of the organiza- 
tion of the research department within a com- 
pany. At the end of the book, the author has 
placed a glossary of selected terms used by Amer- 
ican researchers. A similar explanatory section 
for British terms would have been helpful to the 
American reader. 

This reviewer was somewhat disturbed by the 
limited scope and antiquity of the bibliography 
listed at the end of the book. In no case is ref- 
erence made to a text, report, or article pub- 
lished in England or the United States since 1949 
and the two marketing research texts listed were 
published in 1937. There is evidence that the 
author has had considerable experience in some 
of the research areas he describes (e.g. the retail 
stock count and the consumer purchase panel). 
However, because of an inconsistent pattern of 
footnoting, frequently it is difficult to determine 
whether the material listed (particularly contro- 
versial statements) is based on reading, observa- 
tion, experience or personal opinion of the 
writer. For example he states in Chapter I that 
“Market research is almost always directed to- 
wards the market for a branded product with a 
view to determine how best the Consumer insist- 
ence for the product can be promoted”; and in 
Chapter g he says, “the qualifications of a mar- 
ket research manager have not yet been laid 


. down, even in the U.S.A., where market research 


is more highly developed than in Great Britain.” 

The endeavor of the author to focus particular 
attention on the important relationships of mar- 
keting research to business management is most 
commendable. However, it is believed by this 
reviewer that this objective could have been 
better achieved by placing more emphasis on the 
“why” of marketing research and less on the 
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“how.” There is a growing belief among prac- 
titioners and teachers that top management 
should delegate responsibility to the research 
specialist for the proper execution of such de- 
tailed and specialized tasks as sample design 
and validation, questionnaire construction and 
sound tabulation procedure. Management's in- 
terest in research should be more concerned with 
such broad policy matters as planning the ob- 
jectives of research studies, the procedures tc be 
used in selecting capable research specialists and 
consultants, the importance of providing ade- 
quate funds and time for such investigations, 
and a thorough understanding of the uses and 
limitations of the results of marketing research. 

This book is inadequate both in its scope and 
treatment for the American business or academic 
reader. In Great Britain, however, where litera- 
ture on the subject of marketing is limited it 
should provide a helpful introduction to a bet- 
ter understanding of this important tool of busi- 
ness management. 

RICHARD MEAD 

University of Southern California 


CALIFORNIA ADMINISTRATIVE LAW AND PROCE- 
puRE, by Carl Kuchman. (San Francisco: Col- 
man Law Book Co., 1953, 376 pp. $10.00.) 


In recent decades, the state and federal gov- 
ernments have regulated business, provided serv- 
ices, and intervened into pricing and output 
practices to maintain general economic stability, 
to achieve war objectives, or to provide special 
assistance to various segments of the economy. 
Administrative agencies endowed with legisla- 
tive and judicial powers are now important ele- 
ments of expanding government. Efficiency and 
equity of governmental operation could not be 
obtained with mutually exclusive distribution 
of authority among three branches with the legis- 
latures making laws, the executive administering 
them, and the courts determining violations. It 
has become impossible to specify detailed statu- 
tory standards to govern every action of every 
administrative unit. Thus, the effects of laws ap- 
plicable to business depend to a major extent 
upon policies and procedures of administrative 
units with quasi-judicial and legislative powers 
and operating unuer broad legislative standards 
implemented by their own rules and regulations. 

This book is the first systematic analysis defin- 
ing the sources of such administrative power and 
the principles governing interpretation, proce- 
dures, limitations, and channels for redress. Al- 
most every sentence is documented but the text 


is terse and fluent. The first of the four sections, 
treating establishment of administrative author- 
ity, emphasizes that legislative and judicial pow- 
ers are delegated to administrative agencies be- 
cause efficient government operation is now im- 
possible otherwise. Plenary delegation is invalid 
if constitutional rights are involved, courts re- 
tain review rights, and there are certain powers 
generally not delegable. However, there appears 
to be no single test for the sufficiency of statutory 


standards under which such agencies exercise — 


legislative or judicial powers. 

In the second section, the law is defined with 
respect to various types of administrative author- 
ity—ministerial, discretionary, express, and im- 
plied. In the third section, there is analysis of 
the impact of constitutional standards, statutes, 
and decisions defining the powers, duties, pro- 
cedures, and limitations relevant to the agencies 
and to persons subject to them in initiating ad- 
ministrative action, in promulgating rules and 
regulations, in rendering decisions, and in ob- 
taining rehearing or review. In the final section, 
there is similar analysis of procedures for obtain- 
ing judicial redress. 

In all parts, the book differs from many law 
texts. It is analytical rather than prescriptive or 
descriptive. Inquiry centers upon the funda- 
mental determinants of governmental relation- 
ships to business and of the effects of adminis- 
trative procedures upon them. There is little 
technical language. The first two sections effec- 
tively clarify the basic reasons for delegation of 
authority to administrative units. They indicate 
the degree to which economic policy defined 
in law may be affected by agencies which formu- 
late rules and make decisions thereunder as an 
expanding government intervenes more directly 
into a complex business structure. The third sec- 
tion will be of lesser interest to marketers and 
economists, although there is full description of 
administrative procedure with respect to most 
major types of businesses. The final section de- 
fining the role of the courts in limiting exercise 
of administrative authority is on a par with the 
first two. Two attributes restrict the general use- 
fulness of this excellent book. First, it deals di- 
rectly with California law. However, it lays out 
principles generally applicable to federal and 
other state governments. Second, the book is in- 
tended for practicing attorneys. But its subject 
matter is of crucial importance to marketers or 
economists who contact government policy or 
program. It is amply clear that statutes alone do 
not define either the objectives or the impact of 
governmental policies. This book is therefore as 


d. 
th 
le 
so 
id 
TS 
in 
ey 
of 
la- 
it. 
us 3 
id 
ng 
se 
he 
as 
on 
he 
4 
he 
of. 
b- 
4 
i 
he 
ne 
si] 
1). 
of 
ne 
4 
la- 
he 
at 
0- 
St- 
in 
ir- 
id | 
ar 
r 
st 
Lis 
on 
he 
he 


302 


THE JOURNAL OF MARKETING 


useful to those interested in the substantive eco- 
nomics of governmental policy as to those who 
practice law. . 

GerorcE L. MEHREN 
University of California, Berkeley 


ADVERTISING Layout, by William Longyear (New 
York: The Ronald Press Company, 1954. Pp. 
108. $6.5c.) 


William Longyear has in reality revised the 
well received Advertising Layout—The Projec- 
tion of an Idea, prepared by the late Richard 
Chenault in 1946. Longyear, who chairmans the 
Advertising Design Department at Pratt Insti- 
tute, has made some noteworthy additions to the 
original work. 

Most helpful of these additions are thumbnail 
sketches generously scattered throughout. Many 
of them clarify normally vague concepts—vague 
to the uninitiated in art. As a result Longyear 
more closely approaches the book’s aims than 
did the earlier volume. Those aims, as expressed 
in the 1954 edition preface, are: “. . . to intro- 
duce the reader to the essentials of advertising 
layout from the professional point of view . . . 
to help those about to enter the advertising field 
with the fundamentals necessary for the design 
of their own layouts.” 

Advertising Layout consists of twelve chapters 
(one more than the original—“Graphic Arts in 
Television” having been added). The complete 
list is: 1, The Layout in Theory; 2, The Layout 
in Practice; 3, Attention Value and Emphasis in 
Layout; 4, Magazine Layout; 5, Newspaper Lay- 
out; 6, Color in Layout; 7, Direct Mail; 8, Posters 
and Magazine Covers; 9, Typography and Let- 
tering; 10, Art and Photography for the Adver- 
tisement; 11, The Art Director and his Func- 
tions; 12, Graphic Arts in Television. There is 
also a page of good bibliography wherein ener- 
getic students may find details of materials given 
brief treatment by Longyear. 

Like all books on layout, this one lays stress— 
in text and example—on the more “arty” de- 
signs. Longyear does present more examples of 
small-space layouts than most previous books. 
However, here too, the situations call for single- 
item, unique-presentation solutions. Virtually no 
layout book offers help to small mail-order ad 
designers, to small retail ad designers, to multi- 
item bargain ad designers—and this one does not 
fill that gap. It mentions “omnibus” and “bar- 
gain basement” ads, but exhibits none. It men- 
tions that “the border comes into its own in 
newspaper layout” but does not show one border 


among 18 newspaper layouts in that chapter. 
Only 4 newspaper ads in the entire book have 
borders. Other illustrations that would be very 
helpful include: example of cropping; example 
of a die-cut mailing piece or point of purchase 
display; bridging the gutter (“‘bleeding” the gut- 
ter is shown, but not bridging); example of con- 
tinuity of layout style. 

Longyear’s text contains few changes from 
Chenault’s. Most of the changes are admirably 
in the direction of stressing some of the business 
aspects of layout work: the need for considering 
the budget; the need for considering the selling 
task; and—a major addition—the Code of Fair 
Practice which guides relations between artist 
and art director and between artist and repre- 
sentative. 

The book itself is a fine example of layout and 
typography. Three of the four pages in color 
seem a bit pale—and might well have been occu- 
pied by several small examples of a variety of 
color uses. 

On the whole it should serve as an excellent 
reference. (It is a major reference in our copy- 
layout course.) It should be highly suitable as 
supplementary reading for introductory adver- 
tising students, and for copy, layout, and me- 
chanical production students. It should be an 
inspiration to budding designers who, however, 
might well be warned that several years will 
elapse before they are called upon for such ar- 
tistic designs. 

Among existing layout books, it stands up 
well. Like existing layout books, it leaves the 
field open for one that teaches work-a-day “nuts 
and bolts” layout techniques. 

C. D. Forrest 
Indiana University 


Factors INFLUENCING CONSUMPTION: AN EXPERI- 
MENTAL ANALYSIS OF SHOE Buyinc, by Ruth 
Mack. (New York: National Bureau of Eco- 
nomic Research, Technical Paper No. 10, 
1954. Pp. 124. $2.00.) 

In this monograph Ruth Mack continues her 
explorations into empirical “explanations” of 


-variations in aggregate consumption of individ- 


ual commodity series. The avowed objective of 
the study is to derive quantitative information 
concerning the variables related to the consump- 
tion of footwear, and, in spite of severe data lim- 
itations and the conceptual difficulties imposed 
by data restrictions, the author has succeeded in 
isolating some of the more important variables. 

Using monthly estimates of shoe buying built 
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up from Department of Commerce sample data 
Miss Mack has determined two functions, one 
with three independent variables and one with 
five, which appear to account for a substantial 
part of the variance in shoe buying during the 
period 1929-1941. The year 1941 was the termi- 
nal date for the study due to the disruptions of 
the war period. As with similar studies, the pre- 
war functions tend to break down when applied 
to the postwar period. 

The study revealed that the most important 
variable related to the consumption of footwear 
is aggregate disposable income. The income 
elasticity of demand for shoes during the prewar 
period appears to have been about .8 or .g. One 
of the more interesting facets of the study was 
the suggestion that the “income-change”’ elastic- 
ity of demand for shoes, holding other things, 
including the level of income, constant, is nega- 
tive. There appeared to be no materia! difference 
in the marginal propensity to consume shoes as 
between expansion and contraction in income. 
Presumably this was brought about by the fact 
that the negative association of shoe buying with 
direction of change in income was counterbal- 
anced by its positive association with increasing 
equality of income distribution and cptimistic 
expectations. The average propensity to con- 
sume shoes, on the other hand, does appear to be 
related to the cyclical income pattern, the pro- 
portion of income spent on shoes declining as in- 
come rises. Of special interest to marketing 
scholars is the revelation that there appears to 
be a two-dimensional aspect to the income-shoe 
buying relationship. As income falls not only 
does the quantity of shoes bought decline, but 
there is a shift toward lower priced shoes. The 
opposite occurs when income rises. 

The time trend for the period 1929-1941, 
when income and other factors were held con- 
stant, was characterized by a gradual reduction 
(about 1.5 per cent a year) in shoe expenditure, 
though not in the number of pairs bought. The 
evidence from time series, albeit tenuous, indi- 
cates that when shoe prices rose relative to other 
living costs the physical volume of shoe buying 
fell. The decline in volume, however, was less 
than proportional to the rise in the relative price 
of shoes. 

Because of the imperious role of the income 
variable and data restrictions, attempts to deter- 
mine the effects of such factors as a shift in in- 
come distribution, the size of consumer shoe 
—_ and expectations were largely unsuccess- 

ul 


Although one must view the coefficients de- 


rived for the functions with some skepticism, the 
general nature and form of the relationships ap- 
pear to be borne out by both logic and the em- 
pirical data. In its methodological explorations 
and in its conclusions the study contains much 
that will be of interest to marketing men. 


ALFRED L, SEELYE 
The University of Texas 


Tue Case METHOD AT THE HARVARD BUSINESS 


ScHooL, edited by Malcolm P. McNair with 


the assistance of Anita C. Hersum. (New York: 
McGraw-Hill Book Company, Inc., 1954. Pp. 
292. $5.00.) 


This is a difficult book to review. It consists of 
a long list of separate articles. On first reading, 
it is difficult to discover any connecting thread 
which runs through the book integrating it into 
a cohesive description of the case method of 
teaching. In this respect, the book is similar, per- 
haps, to the case method itself. In the use of that 
method, one of the difficulties facing any 
teacher lies in showing the forest as a whole after 
intensive study of individual trees, as repre- 
sented by specific cases under special and limited 
circumstances. 

Dean Donham, in his article on the case 
method in college teaching, quotes a former stu- 
dent as saying, “You didn’t teach us anything in 
the Business School. I studied a great number of 
cases with care, sought my own interpretations 
of them, discussed them with other members of 
the class, went into the classroom, where we 
argued them with the instructor, modified my 
conclusions, and reached what I thought were 
good working conclusions, not only on the cases 
but on the subject matter we were discussing. In 
ten years of experience I have never met a prob- 
lem on all fours with any case I studied, or 
reached any conclusion that was controlled by 
the class discussion” (page 255). This former stu- 
dent went on to say that what the School did for 
him was to give him a sense of assurance that he 
could tackle and think through specific prob- 
lems. 

The first several articles in the book discuss 
in some detail the educational philosophy 
underlying the use of the case method. This 
includes such things as training to act as opposed 
to training to know, or the development of the 
power to think versus the mere acquisition of 
fact (page 2); “If the learning process is to be 
effective, something dynamic must take place in 
the learner” (page 9); passively acquired knowl- 
edge does not confer any power on the recipient 
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(page 10); or the case method is democratic while 
the telling or lecture method is dictatorial or 
patriarchal (page 11). In other words, the thing 
that is emphasized with respect to the case 
method is the extent to which it contributes to 
personal decision making. The assumption ob- 
viously must be that in some way the individual 
students obtain or already have enough back- 
ground information upon which a decision may 
be based. 

The point is made that students come to 
realize fairly early in the use of the method that 
the instructors do not always know the “best” 
answers (page 13). This fact raises two pertinent 
questions. First, if the instructors do not know 
the best answers, how can the student be graded 
on his performance and, second, can the student 
be expected to recognize what is pertinent to a 
decision if the instructor, himself, is not certain 
on this point? The point is made by one former 
student (page 77) that considerable emphasis is 
placed on imponderables. This must be true 
since there are imponderables in every case of 
business decisions on the part of real executives. 
It is even more true, of course, for students be- 
cause they are considering the case in the some- 
what unreal situation of knowing less about “the 
situation” than does the real executive. 

One of the former students makes clear that 
he was exposed to the use of cases in several dif- 
ferent ways, which leads him to say that each in- 
structor uses a case method rather than the case 
method (page 78). This obviously permits a de- 
gree of difference in use of cases dependent 
somewhat on both the personality and the ob- 
jectives of the individual instructor. Certainly 
this amount of flexibility is desirable in any 
method of teaching. Emphasis is placed also on 
the desirability of having an experience rather 
than in learning facts (page 79). It is pointed out 
that “deciding” is a skill subject to improvement 
with practice (page 88). Doubtless this is an im- 
portant point in educational technique. One 
may suggest that at some of the very early stages 
in the educational process experience is particu- 
larly important. Perhaps, however, there comes 
a middle period in the process where the ac- 
quiring of information may well take preced- 
ence over experience. Then, in the still more 
advanced stages, experience again becomes im- 
portant. Perhaps, in other words, the case 
method in the study of business subjects can be 
more safely and more freely used at the graduate 
level than at the undergraduate level, although 
even at the undergraduate level it may be a de- 
sirable supplement to other methods. 


Two important limitations to the use of the 
case method may be mentioned. In the first 
place, Professor Copeland mentions (page 33) 
that over $2,000,000 were spent on the collection 
of case material in the twenty years from 1920- 
1940. Since business practices and general busi- 
ness conditions change somewhat continuously, 
the collection of new case material is a never- 
ending task. Only institutions with large funds 
available can do a competent job in this field if 
the experience noted is typical. Moreover, there 
is some difficulty on the part of instructors in 
making full use of case material collected and 
presented by others. 

In the second place, there is difficulty in cover- 
ing a subject adequately in the time available to 
instructors when using the case method. The 
suggestion is made at one point (page 111) that 
common practice dictates the use of only one 
case per class period. On the other hand, Pro- 
fessor Borden notes (pages 169-170) that in his 
course in advertising problems he found it de- 
sirable to treat separately the advertising of con- 
sumer goods, industrial goods, and retail adver- 
tising. Actually, he arranges his cases under 
seven major headings. In a one-hour, three-day- 
a-week course, only about thirty cases could be 
discussed under the above assumptions and it is 
very questionable whether or not Borden’s seven 
headings can be adequately illustrated in thirty 
cases. 

On the whole, Professor McNair, as editor, is 
to be highly commended for bringing together 
this provocative and informative series of discus- 
sions on the use of the case method. Certainly all 
teachers of business administration subjects who 
are not already thoroughly familiar with the use 
of the method will have much to gain by careful 
and thoughtful reading of the book. The 
method has been used at Harvard long enough 
now so that this type of critical evaluation is 
timely and all teachers should welcome it. 


ROLAND S. VAILE 
University of Minnesota 


HANDBOOK OF SALEs TRAINING (2nd Edition), by 
‘National Society of Sales Training Executives. 
(New York: Prentice-Hall, Inc., 1954. Pp. 402. 
$5-65-) 

This handbook, which was originally pub- 
lished in 1949, has been extensively reorganized 
and rewritten by Professor James H. Davis of 
Ohio State University. The arrangement of the 
subject matter has been improved, and some of 
the less useful sections have been replaced with 
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new material. The result is a book in which the 
material is well organized and clearly presented. 

The Preface states that the book “. . . is the 
product of the combined experience of over one 
hundred men all of whom are recognized special- 
ists in training salesmen. . . .” The members 
of the Society are listed in the Appendix, but 
there are no references to specific contributions 
and no indication how the membership partici- 
pated in the preparation of the volume. In this 
respect the present book follows the pattern 
established in the original edition. Rather than 
writing a book consisting primarily of case 
materials and specific company illustrations, 
those responsible for it have chosen to integrate 
the material along essentially descriptive lines in 
accordance with a subject outline. Whether the 
latter approach results in a more useful book is 
a moot question. 

About one-third of the volume, and one of 
the most useful sections in it, is devoted to group 
meetings. All of the essential aspects of group 
training including preparation for meetings, 
methods of conducting meetings, visual and 
audio-visual aids, and presentation techniques 
are discussed in a concise, informative, and 
down-to-earth style. The reader is told definitely 
and specifically how to arrange and conduct a 
sales meeting and is warned about some of the 
major pitfalls. 

Chapters are devoted to methods of on-the-job 
or job rotation training and training by corre- 
spondence, and there is an interesting chapter on 
selecting and training the trainer. A chapter out- 
lining the methods used to select salesmen is also 
included since “. .. the first step toward an 
effective training program is a well-conceived 
and carefully applied procedure for selecting 
men who have the potentialities for sales suc- 
cess.” 

Another section tackles the difficult problem 
of evaluating training programs and discusses 
the techniques which companies have used to 
ascertain the effectiveness of their training 
methods. The problems of departmental coor- 
dination and of getting the cooperation of both 
salesmen and management are also reviewed. 

As stated by the Handbook Committee chair- 
man, the book was written for “. . . new men 
assuming the responsibility of sales training, as 
well as for experienced men; for sales trainers 
in business organizations of all types; for college 
and university instructors in salesmanship fields; 
and for those who want to train themselves to 
become proficient in the area of training in sales- 
manship.” It is, therefore, essentially a “how to 


do it” type of book. Working procedures are out- 


. lined in a style which is clear, concise, and 


cogent. It is basically an instructional handbook 
dealing with sales training activities. It is not a 
text although it would be a worthwhile addition 
to a course reading list. One interesting by- 
product of the book is that it contains a number 
of points and suggestions which the college 
teacher would find useful in conducting his own 
classes which are, of course, a form of group 
training. 

Many manufacturers of consumer goods are 
engaged in three types of training: training 
newly hired salesmen, refresher training or the 
continuous training of salesmen already in the 
field, and the training of distributor salesmen, 
especially at the retail level. The Handbook does 
not attempt to separate out and discuss the 
specific problems involved in these three types 
of training. Consequently, many questions con- 
cerning these quite different training situations 
go unanswered in the present volume. 

Some references are made to “continuous 
training” but the specific requirements of this 
type of training are not developed. The growing 
expenditures by manufacturers for distributor 
training would seem to indicate that a section of 
a training handbook such as this should be de- 
voted to this subject also. Many procedures have 
been devised by manufacturers during recent 
years to train distributor salesmen handling 
their products. 

The Appendix contains a bibliography classi- 
fied by subject heading, but the individual 
references are not complete. A reasonably com- 
plete bibliography (including a full reference 
for each item) and annotated to give some evalu- 
ation of the work would be a very useful part of 
a specialized book of this type. 

One would think that the Society should be in 
a position to prepare a book which would be as 
nearly definitive as can be accomplished in this 
field. While the present volume is a distinct im- 
provement over the first edition, it does not 
reach that goal. 

Epwin H. Lewis 
University of Minnesota 


History OF MARSHALL FIELD & ComPANy, 1852- 
1906, by Robert W. Twyman. (Philadelphia: 
University of Pennsylvania Press, 1954. Pp. 
249. $5.00.) 

It seems unfortunate that the history of so 
important an institution as Marshall Field & 

Company should be confined to less than 200 
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pages of text. Unlike the History of Macy’s of 
New York, 1858-1919 by Ralph M. Hower (Har- 
vard University Press, 1933), this is a much more 
condensed story and, due to loss of records and 
other materials, it is much less complete. Be- 
cause of its compressed nature, this book fails 
to convey as much “feeling” of the situation out 
of which this great institution emerged as do the 
early pages of Give the Lady What She Wants, 
by Lloyd Wendt and Herman Kogan (Rand Mc- 
Nally & Co., 1952). 

It could be possible that a limitation on the 
funds available made it expedient to restrict the 
author’s development of this study, prepared 
and published under the direction of the Ameri- 
can Historical Association from the income of 
the Albert J. Beveridge Memorial Fund. How- 
ever, despite its dehydrated style, this book deals 
with a subject of considerable interest to those 
seeking to understand the extraordinary blos- 
soming of the Middle West in the latter part of 
the 19th and early goth centuries. To students of 
marketing with special interest in wholesaling 
and retailing, the book is packed with an inven- 
tory of curiosities of business history. The highly 
concentrated material makes for slow reading as 
virtually every sentence is documented by refer- 
ence to notes compiled at the back. It was ex- 
tremely difficult to stay with this kind of writing 
despite this reviewer’s intense interest—whetted 
by having had personal experience in the mer- 
chandising activities of this illustrious company 
—but it was worth the effort. 

The art of writing history has changed from a 
slavish adherence to mere chronology. The de- 
velopment of certain evolving aspects of the life 
of the country, the role of certain people and 
functions, the shifting demands of consumers, 
the pressures of increased production of greater 
varieties of goods,—all these are forces in the 
picture painted by the historian. Much of this is 
achieved in this book, although the persons of 
Potter Palmer, Marshall Field, Levi Leiter, John 
G. Shedd, and H. Gordon Selfridge seem to play 
more determinative parts than the situation it- 
self. Perhaps it was an age of giants; but the fac- 
tor of fabulous population growth had much to 
do with the successes these giants achieved. The 
sensational growth of the Middle West, the post- 
Civil War expansion, and the lift to business in 
this locality occasioned by the reconstruction 
after the Great Fire made opportunity more of a 
realizable dream for a New England boy who 
went West. All this is told in terms of the story of 
this one institution. Much more could have been 
added to it. 


Despite the fact that the writing has some- 
what the stilted style of the period it describes, 
the book has within it the fruits of some extraor- 
dinarily interesting research. Among the facts 
of great interest in this history is the story of 
the character of retailing when Chicago’s streets 
were mud. It shows the enterprise and imagina- 
tion of Potter Palmer laying a firm foundation 
of policies which his Yankee successor carried 
on and improved with efficiency and pertinacity. 
Field was quick to see and seize the emerging 
opportunities, and his diligence was exceeded 
only by his ability to evoke an equally unstinted 
avidity for work in his lieutenants. By reinvest- 
ing in his business, by expanding credit to his 
customers, by placing the consumers in the posi- 
tion of “Queens,” he made his store and his 
wholesaling empire unique. 

For marketing students, there is a mine of 
evidence for the shape of things to come. For 
example, there is material showing how the pres- 
sure created by the rapid production of ever 
newer products forced old departments to burst 
into a succession of new departments both in 
“Retail” and “Wholesale” (p. 96). The far 
greater importance of “Wholesale” in those days 
placed “Retail” in the position of dependent sat- 
ellite. The growth of the latter division, particu- 
larly under the aggressive management of Self- 
ridge, slowly altered the balance. In the last two 
decades before 1906, while the “Wholesale” ex- 
panded 117 per cent, “Retail” soared to a 450 
per cent increase in sales volume. But Selfridge 
could not soar fast enough; first he bought what 
is now Carson, Pirie, Scott & Co. (then Schlesin- 
ger & Meyer); and then he sold out in sixty days 
at a quarter million profit to the present occu- 
pant of that site. His great department store in 
London caused a revolution in retailing in 
Britain. His policies there were based on what 
he learned at Marshall Field & Company. 

Marshall Field made the entire world a source 
of supply. At one time, 1906, “Marshall Field & 
Company was paying three-fifths of all the cus- 
toms duties at the Port of Chicago and was the 
largest importer in the United States” (p. 99). 
In the domestic market, Field accentuated the 


' arts of non-price competition. He obtained the 


exclusive agency rights for certain brands, he 
controlled the output of certain mills, and had 
acquired sufficient importance to feature his own 
brands. 

Although Marshall Field, like John Wana- 
maker, insisted his was not a department store, 
both came-in for the animosity of those they 
had displaced by lower prices and finer quality 
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of goods. Both insisted on going direct to the 
manufacturers, and Field’s “Wholesale” suffered 
as his customers learned to do the same and as 
improved transportation and communication 
made it possible for them to do so. Nonetheless, 
forces making old forms obsolete are inevitably 
met by the opposition of the dying. By 1898, 
many small businesses in process of being dis- 
placed by the department store innovation (and 
the depression of 1893-94) were urging legisla- 
tion against such institutions as Field’s, Wana- 
maker’s, and Jordan Marsh of Boston. This is 
of particular interest to students of marketing 
in that the forms these proposals took were later 
brought into the legislation directed against an 
innovation yet-to-be: the chain stores. 

Field’s did much to act as an arbiter of taste 
in this new metropolitan frontier center. The 
store did much to provide ideas and things 
which made the phoenix-like restoration after 
the Great Fire an adventure in improved living. 
Selfridge introduced the Bargain Basement. He 
also exploited newspaper advertising to convey 
the “institution’s character” to the public, not 
merely its goods. Even so, Field’s spent less on 
advertising and more on services than Macy’s 
in a similar period. Field’s meant Service; and 
it meant Prestige. 

Needless to say, there are many other aspects 
of the Field story, even up to 1906, which have 
significance beyond that institution’s walls. This 
book is well worth the scholar’s study; for the 
layman, it contains many nuggets worth the 
search required. 

EpwarpD M. BARNET 
Northwestern University 


BRIEFLY NOTED 


SuccEssFUL COMMERCIAL CHEMICAL DEVELOP- 
MENT, edited by H. M. Corley. (New York: 
John Wiley & Sons, Inc., 1954. Pp. 373. $7-75-) 


Marketing and technical people in the chemi- 
cal industry will benefit by a thorough study of 
this pioneering work designed “to document in 
one volume the most enlightened, present-day 
knowledge of the important principles of every 
essential step, as well as the pitfalls to be 
avoided, in selecting promising new chemicals 
and rapidly developing them to the stage of eco- 
nomic importance.” Prepared by committees of 
the Commercial Chemical Development Associ- 
ation this volume reflects the experience of over 
100 executives in the nation’s most successful 
chemical companies. 

The opening chapters on the growth of the 


chemical industry in the United States and or- 
ganization for and management of chemical de- 
velopment are followed by chapters devoted to 
each step involved in the evaluation and de- 
velopment of a new chemical. In addition to the 
technical steps involved the: are a number of 
chapters devoted to other m ‘jor phases of prod- 
uct development, including ones on advertising, 
pricing, packaging, and labelling. 

While the book deals primarily with the chem- 


ical industry, people interested in developing 


new products in other fields will find in it much 


that will contribute to their understanding of | 


the problem. 


SUCCESSFUL TELEPHONE SELLING, by Merrill De 
Voe. (New York: Prentice-Hall, Inc., 1954. 
Pp. 257- $4.95-) 

The trend toward telephone selling will make 
this idea-packed book welcome in many quar- 
ters. The chapters on “Making the Most of In- 
coming Calls” should be of interest to all in 
business. Some of the other chapter titles are: 


Using Your Phone for Profit 

Picking Winning Items 

The Way to Phone Order Success 
Getting Help from Advertising 
Planning to Get Results _ 

Managing the Conversation 

Using Your Voice for Effect 

Finding Prospects and Phone Numbers 
Arranging Appointments by Telephone 
Starting a Phone Order Business 


The volume is interesting, informative, clearly 
written and well organized. It deserves attention 
if you use the telephone. 


DIsTRIBUTION STATISTICS IN FIFTEEN COUNTRIES 
(Paris: International Chamber of Commerce, 
1953- Pp. 107. No price given.) 

This is a collection of the statistics concerning 
distribution in Australia, Austria, Belgium, Den- 
mark, France, Greece, Italy, Japan, the Nether- 
lands, Norway, Portugal, Sweden, Switzerland, 
the United Kingdom, and the United States. The 
text is in French and English. It presents ma- 
terial which will contribute to and enrich mar- 
ket surveys from many angles and makes pos- 
sible a better understanding of the commercial 
structure of the countries dealt with. (Address 
in this country is United States Council of the 
International Chamber of Commerce, Inc., 105, 
Park Avenue, New York 17, New York.) 
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OcEAN TRANSPORTATION, by Carl E. McDowell 
and Helen M. Gibbs. (New York: McGraw- 
Hill Book Company, Inc., 1954. Pp. 474. 
$7.00.) 


Marketers selling abroad may be interested in 
the chapters on “Traffic Management” and 
“Freight Forwarding and Freight Brokerage” 
which have been included in this rather thor- 
ough treatment of the shipping industry. 


HANDBOOK OF GRAPHIC PRESENTATION, by Calvin 
F. Schmidt. (New York: The Ronald Press 
Company, 1954. Pp. 316. $6.00.) 


Written to serve as “a working manual for 
all who are concerned with the clear presenta- 
tion and interpretation of statistical data in 
graphic form” this book makes an excellent ref- 
erence work. Each of the basic types of statistical 
charts is analyzed in detail. A step-by-step de- 
scription of the procedure for laying cut statisti- 


cal charts is offered. Discussions of statistical] 
maps and three-dimensional charts and graphs 
are also included. 


BOOKS RECEIVED 


Oxrorp EconoMic ATLAS OF THE WORLD, pre- 
pared by the Economists Intelligence Unit 
and the Cartographic Department of the 
Clarendon Press. (Oxford: Oxford University 
Press, 1954. Pp. 152. $4.80.) 

Economic GroGrapPhy, by Clarence F. Jones and 
Gordon G. Darkenwald. (New York: Macmil- 
lan Company, 1954. Pp. 612. $6.75.) 

BRAZIL: PEOPLE AND INsTITUTIONS, by Lynn 
Smith. (Baton Rouge: Louisiana State Uni- 
versity Press, 1954. Pp. 704. $7.50.) 

A Key To Mopern Economics, by David Mc- 
Cord Wright. (New York: Macmillan Com- 


pany, 1954. Pp. 520. $4.75.) 


ing Editor: 


cation. 


promptly. 


Manuscripts for publication in THE JOURNAL 
OF MARKETING may be submitted to the Manag- 


Lincoln H. Clark 

New York University 
Gallatin House 

6 Washington Square North 
New York 3, N. 


Any member of the American Marketing As- 
sociation, or subscriber to THE JOURNAL OF MAR- 
KETING, may submit manuscripts. The editors, of 
course, reserve the right to select those for publi- 


Several new appointments to editorial posi- 
tions for the various sections of the JOURNAL OF 
MARKETING will be announced in the July, 1955 
issue. Persons who desire to be considered for 
these appointments should signify their interest 
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A.M.A. Notes 


HUGH G. WALES, Editor 


EXECUTIVE COMMITTEE 
MEETS IN CHICAGO 


The Executive Committee of the Association met 
in Weiboldt Hall, Northwestern University, on Sep- 
tember 27, 1954. All members were present except 
past-president Neil Borden who was detained on 
account of illness. In addition to routine matters 
governing the operation of the Association, the Com- 
mittee gave consideration to the following topics on 
the agenda: 


1. Illinois State Unemployment Compensation 
ruling. 

2. Publication plans and projects. 

g. Development of a central reference service. 

4. Detroit Teachers Conference. 

5. National Roster. 

6. Directory of Marketing research agencies. 

7. Appointment of special task forces to study 
long-range plans. 

8. Cooperation on Census problems. 


1954 TEACHERS CONFERENCE 


Teacher members of the Association and others 
gathered for a conference in Detroit on December 
27 and 28, 1954. The meetings were held at the Hotel 
Tuller and Wayne University, and the full program 
will appear in the April issue of the JOURNAL. Fol- 
lowing is a list of the Conference Committees who 
handled the meeting: 


General Chairman: Schuyler F. Otteson 
Indiana University 

Treasurer: John S. Rath 
Wayne University 

Arrangements: H. Webster Johnson 


University of Detroit 


Publicity and Attendance: W. Arthur Cullman 
Ohio State University 


Proceedings and Program Stewart H. Rewoldt 
Coordinator: Indiana University 


Program Chairmen and P. D. Converse 
Moderators: University of Illinois 


Robert J. Eggert 
Ford Motor Company 


Edgar H. Gault 
University of Michigan 


James D. Scotti 
University of Michigan 
Clare E. Griffin 
University of Michigan 


Alfred Seelye 
University of Texas 


STATEMENT REQUIRED BY THE ACT OF AUGUST 24, 

1912, AS AMENDED BY THE ACTS OF MARCH 8, 1933, 

AND JULY 2, 1946 (Title 39, United States Code, Section 

233) SHOWING THE OWNERSHIP, MANAGEMENT, AND 
CIRCULATION OF 


THE JOURNAL OF MARKETING, published Quarterly at 
Brattleboro, Vermont, for October, 1954. 


1. The names and addresses of the publisher, editor, manag- 
ing editor, and business managers are: Publisher, American 
Marketing Association, 1525 East 53rd St., Chicago, Ill. ; Edi- 
tor, Albert W. Frey, Dartmouth College, Hanover, New Hamp- 
shire; Managing editor, Lincoln Clark, New York University, 
90 Trinity Pl., New York; Business manager, Thomas J. Mc- 
Gann, Marquette University, Milwaukee, Wisconsin. 

2. The owner is: American Marketing Association, 1525 
East 53rd Street, Chicago 15, Illinois. 

3. The known bondholders, mortgagees, and other security 
holders owning or holding 1 percent or more of total amount 
of bonds, mortgages, or other securities are: None. 

4. Paragraphs 2 and 3 include, in cases where the stock- 
holder or security holder appears upon the books of the com- 
pany as trustee or in any other fiduciary relation, the name of 
the person or corporation for whom such trustee is acting ; also 
the statements in the two paragraphs show the affiant’s full 
knowledge and belief as to the circumstances and conditions 
under which stockholders and security holders who do not ap- 
pear upon the books of the company as trustees, hold stock and 
securities in a capacity other than that of a bona fide owner. 


THOMAS J. McGANN, Business 
THE JOURNAL OF MARKETING 


Sworn to and subscribed before me this 20th day of Sep- 
tember, 1954. 
[sEaL] 

JAMES J. DALTON 

Notary Public, Milwaukee County, Wis. 

(My commission expires Sept. 30, 1956.) 
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Are There Others in Your Organization 
Who Would Be Interested in 
THE JOURNAL OF MARKETING? 


One of three things is happening to your 
copy of The Journal of Marketing: (1) 
It’s getting dirty and dog-eared from being 
passed around to many of your associates 

_ who also want to read it, (2) you lend it 
to somebody and he never returns it, or 
(3) you hoard it like a miser and don’t let 
any other person in your shop see it. 


The answer to any one of these three 
difficulties is—ADDITIONAL SUBSCRIPTIONS 
for other members of your department, 
for your boss, your other associates. The 
subscription price is $6.00 a year, prob- 
ably one of the biggest bargains of idea 
sources in our field. 


Why not order an additional subscrip- 
tion for others in your organization so that 
you can from now on keep your own copy 
to yourself? 


* * 


You can start your subscription with the 
current issue if you wish. Send your order 
now to: 


THE JOURNAL OF MARKETING 
1525 East 53rd Street Chicago 15, Ill. 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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now has the following publications in stock, 
covering the subject of 
TEACHING OF MARKETING 
These are priced at $1.00 per copy. Please enclose remittance with order, and add 25¢ ae 
per copy for any shipments outside the United States. 
Vol. No | 
1. Current Business Materials in the Teaching of Marketing i 
by Alfred N. Watson XI 2 % 
' 2. Research Communications Between Business and Colleges il 
: by Donald M. Hobart XII 1 
3. Content and Method in Teaching Market Research ‘- i 
by Myron S. Heidingsfield 
4. Teaching Marketing Fundamentals 
by Donald R. G. Cowan XII 4 
5. Some Observations Concerning Marketing Examinations ie 
by E. D. McGarry 1 
6. Training for Advertising Work | 4 
by Q. H. McDonald XIII 2 
7. Teaching Pricing Principles and Price Policies . 
by Alfred L. Seelye XIII rey 
8. Teaching Sales Management to Adults Ya 
by Kenneth D. Hutchinson. XIV 1 
g. Education for Marketing Research 
by David F. Luck XIV 3 q 
10. Objectives for Salesmanship Courses 
by Frank H. Beach; Hugh G. Wales XIV 4 
11. Making Business Decisions 
by Marion Harper, Jr. XV 1 Z | 
4 
Address all orders to: 
AMERICAN MARKETING ASSOCIATION . 
1525 E. 53rd Street Chicago 15, Illinois 3 ahs 


Please mention the JOURNAL OF MARKETING in writing advertisers ¥ 
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JOURNAL OF THE 
AMERICAN STATISTICAL ASSOCIATION 


1108 16th St., N. W. Washington 6, D. C. JUNE 1954 VOL. 49, NO. 266 
Articles 
Statistical Methods for Poisson Processes and Exponential Populations .......... Allan Birnbaum 
A New Type of Control Chart Limits for Means, Ranges, and Sequential Runs .......... N. Weiler 
Technical Aspects of Transportation Flow Data ...................00-ceeecees R. Tynes Smith 
Industrial Classes in the United States, 1870 to 1950 ...................0200. Tillman H. Sogge 
Stanley Lebergott 
Applications of the Circular Normal Distribution .....................0000eeeee E. J. Gumbel 
Response Errors in the Collection of Wage Statistics by Mail 

Statistical Abstracts 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 
2. Improvement of basic statistical data 
A S A 3. Application of statistical methods to practical prob- 


For the first time . . . a book that outlines clearly the pattern of . . . 


SUCCESSFUL COMMERCIAL CHEMICAL DEVELOPMENT 
Editor-in-Chief, H. M. Corey, Armour & Co. 


This new book, the work of more than 100 industrial specialists, shows you how to take all the 
necessary steps in successfully producing and marketing a commodity. It integrates and sets forth the 
’ soundest available knowledge in the field. Neither a high-powered treatise nor a surface examina- 
tion of the subject, it covers every problem connected with the introduction of a new product. This 
book, which includes five fully documented case histories of chemical success stories, can show you 
how to gauge accurately the probable economic worth of any proposed product at amy stage in its 
development. It can also show you how. to eliminate expensive trial-and-error methods. 

Multiple insight is focused on project selection, markets, competing products, advertising, patents, 
research, and all the other interlocking details that accompany an item from test tube to tank car. 
Specific, inclusive, this book is designed to furnish you with a complete working plan of the entire 
subject. 1954. 374 pages. $7.75. 


ELEMENTS OF STATISTICS 
By H. C. Fryer, Kansas State College. 


This volume is designed to show you why certain problems must be approached statistically, and 
how to apply basic reasoning to their solution. A great deal of actual sampling data is included. One 
of the Wiley Publications in Statistics, Walter A. Shewhart and Samuel S. Wilks, Editors. 1954. 262 
pages. $4.75. 


Send for on-approval copies. 


JOHN WILEY & SONS, Inc. 440-4th Ave, New York 16, WN. Y. 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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PRINTERS 


We have ideas and suggestions regarding questionnaires 
gained over the years that might be helpful to you. We have 
been doing them for 17 years. 


We have the experience also the equipment and facili- 
ties for getting them out fast, accurate and attractive. 


Among our customers are leaders in the marketing 
research field. 


We would appreciate an opportunity to acquaint you 
with our setup, which places you under no obligation. 


M. D. DANON PRINTING CORPORATION 
129 Lafayette Street, New York 13, N. Y. « Tel. WAlker 5-1804-5-6 


THE JOURNAL OF MARKETING 


now offers the following publications, which can well help make your 
sales management problems substantially lighter: 


1. Arithmetic for Sales Management, by Frank W. Hankins, Vol. VII No. 1 


2. Trencls in the Selection and Training of Salesmen, by David R. Osborne, 
Vol. XI No. 1 


3. What Sales Management Expects from Research, by Robert F. Elder, 
Vol. XIII No. 1 


4. The Development and Pricing of a New Product, by Jacob O. Kamm, 
Vol. XV No. 3 


These are priced at $1.75 per copy in the United States; $2.00 per copy outside the 
United States 


KINDLY ENCLOSE REMITTANCE WITH ORDER 


Address all orders to: 
AMERICAN MARKETING ASSOCIATION 
1525 E. 53rd Street Chicago 15, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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A BOOK THAT PROVIDES A SOUND 
BASIS FOR SALES FORECASTING AND 
ALL OTHER BUSINESS FORECASTING 


BUSINESS FLUCTUATIONS 
AND FORECASTING 


By Dr. Carl A. Dauten 


BUSINESS FLUCTUATIONS AND FORECASTING is a new type of book devoted 
to theory and practice. It gives the prospective businessman the information that he 
needs about business fluctuations and the practical methods of forecasting them. 

This book has the most complete section on forecasting of any textbook in the field. In 
fact, it is the only textbook that places emphasis on the tried, proved, and reliable tech- 
niques in use today rather than on the selected theories and ideas of the author. 

A section is devoted to forecasting for an entire industry, and a chapter is devoted to 
forecasting for an individual business. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 
Cincinnati 2 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLIV December 1954 
ARTICLES 
International Trade—The Soviet Bloc Edward Ames 
Exchange Rate Adjustments and Living Standards W. L. Smith 
Optimal Advertising and Optimal Quality Robert Dorfman 
and P. O. Steiner 
The International Sugar Agreement of 1953 B. C. Swerling 
Planning in Consumer Purchases—Durable Goods Robert Ferber 
Income Shares: Great Britain and the United States A. M. Cartter 
REVIEW ARTICLES 
Full Employment—1954 Model P. J. Strayer 
Schumpeter’s History of Economic Analysis ; Jacob Viner 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other ublications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James ashington Bell, American 

nomic Association, No.thwestern University, Evanston, Illinois. Send for information booklet. 
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Result of Personalized Tabulating Service by WORRECMEAN: 


| “ON SCHEDULE” 
TABULATING 
REPORTS 


Personalized Service by Workman pays off in many ways— 

in “on schedule” reports, in greater accuracy, in lower costs. 

At Workman there’s personal follow-through on your problem from 
start-to-finish. Workman studies your problem, works with you 

to decide how it is to be solved, gives you an on-the-spot estimate of 
cost, sets up the desired delivery schedule. And then Workman 
Tabulating Specialists follow through in every stage of the operation. 
For “on schedule” reports... 


RAndolph 6-8250 - 109 No. Wabash Avenue - Chicago - Illinois 
TRinity 9883 - 731 So. Spring - Los Angeles - California 
MINNEAPOLIS + ST. LOUIS + NEW YORK 


Calculating - Typing - Duplicating - Temporary Office Help ig 
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Outstanding 


ill Books 


MODERN MARKETING: Dynamics and Management | 


By HARRY W. HEPNER, Syracuse University. In press 


A descriptive orientation to the field which seeks to sharpen the student’s aware- 
ness of the ways in which the principles of marketing function in new circumstances. 
It develops an appreciation of the problems of management in regard to modern 
marketing by integrating student thinking into the larger framework of manage- 
ment’s thinking, policies, and programs. Emphasis is on the dynamic forces that 
affect marketing practices—their basic trends and influences. 


ADVERTISING AGENCY OPERATIONS AND MANAGEMENT 


By ROGER BARTON. McGraw-Hill Series in Advertising and Selling. 432 pages, $6.00 


An authoritative guide to effective methods of operating an advertising agency 
thoroughly describing the functions of advertising agencies and how these functions 
are organized and exercised in agencies of different types. Case material from both 
large and small agencies is used to illustrate methods, and the comprehensive treat- 
ment includes even such collateral operations as new business development, person- 
nel administration, and financial and accounting management. 


MARKETING. Text and Cases 


By J. THOMAS CANNON, Marketing Consultant, New York City and formerly 


. Chairman of Marketing Department, University of Kansas; and JACK A. WICHERT, 


Marketing Consultant, San Francisco and formerly Chairman of Marketing Depart- 
ment, University of Kansas. 620 pages, $6.00 


Here is the first introductory, undergraduate marketing book to combine tradi- 
tional marketing principles with actual business cases. Sixteen textual chapters dis- 
cuss all the materials found in standard texts. Numerous cases placed throughout 
the book give the reader an opportunity to apply what he has learned to actual busi- 
ness problems. Cases are all post-war studies, collected from a variety of companies 
of all sizes. Studies include manufacturers, wholesalers, and retailers in both the 
consumer and the industrial field. 


TEXTBOOK OF SALESMANSHIP. Fifth Edition 


By FREDERIC A. RUSSELL and FRANK H. BEACH, University of Illinois. 552 
pages, $5.75 


An excellent revision of the most successful book in its field. It offers a broad, 
comprehensive survey of salesmanship—taking into account changes occurring in 
marketing and selling, the contributions of psychologists in the application of their 
science to problems of selling, and the experience of those using previous editions 
in training programs for salesmen. There are some important en of 
material, several chapters are completely rewritten, and all necessary is brought 
up to date. 


Send for 


copesen {McGraw-Hill Book Company, Inc. 
approval | 330 West 42nd St. New York 36, N. Y. 
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